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TUESDAY, JULY 17, 1951 


Unrrep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:15 a. m., in room 224, 
Senate Office Building, Senator Joseph C. O’Mahoney (chairman) 
presiding. 

Present: Senators Joseph C. O’Mahoney, Ernest W. McFarland, 
Clinton P. Anderson, Hugh Butler, Zales N. Ecton, George W. 
Malone, and Arthur V. Watkins. 

Also present: Kenneth S. Wherry, United States Senator from 
Nebraska. 

The CuarrMan. In calling this meeting to order, it may be appro- 
priate to remark for the record that the Committee on Interior and 
Insular Affairs has jurisdiction over the general question of petroleum. 

This committee was assigned, when it was set up in the Reorganiza- 
tion Act, a very broad jurisdiction extending from the eastern shores 
of the Virgin Islands to the western shores of the Trusteeship Terri- 
tory in the Pacific Ocean, but it has direct and explicit jurisdiction 
over mineral resources on the public lands, on mining interests gener- 
ally, on all mineral land laws and claims and entries thereunder; and 
finally, on petroleum conservation and the conservation of radium 
supply in the United States. 

The committee on numerous occasions has looked into the problem 
of the development of petroleum resources of the United States, and 
the supply of synthetic fuels. The committee is alive to the fact that 
the Munitions Board, probably at the suggestion of the Petroleum 
Administration for Defense, has called upon the petroleum industry 
of the United States to increase the petroleum production in the 
United States at least a million barrels per day. 

There are opportunities to increase our petroleum production, par- 
ticularly in the public land States, and there is petroleum production 
in the public land States, and in other States, which would be avail- 
able for use if there were proper means of transportation and if there 
were proper means for the production from the wells. 

All this requires steel, and there has been a great deal of rumor and 
report in the country about the deficiency of steel for the purpose of 
developing petroleum, so we have requested the Secretary of the 
Interior, Oscar Chapman, to come before the committee this morning 
with his staff, to give us the record as to what has transpired to date 
in the allocation of steel to the petroleum industry in the United 
States. 

The whole country, of course, is aware of the turbulence in Iran, of 
the great possibility that the Iranian supply of petroleum may be cut 
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off from Western Europe with a great effect upon the United States, 
so we would like to examine all of the aspects of this problem. 

Today we invited the Petroleum Administration for Defense to be 
here. I have notified, however, the National Production Authority 
and the Defense Production Administration that this session was to 
be held. 

Whether any representatives or observers from either of those 
organizations are present, I am not advised, but if they are I want 
them to feel perfectly at home, and to move up toward the front where 
we can see them as we go along. 

Are there any such representatives here, National Production 
Administration or Defense Production Administration? 

Won’t you come up forward, please? I would like to have you in a 
position where you can hear everything that is said. 

Senator ANDERSON. Could we not have them identified, so we can 
find out whether they have had any responsibility for cutting down 
the oil industry? Perhaps the three of them could sit right down there 
together. I wonder if you would be good enough to give your names 
to the reporter, please. 

Mr. McIntyre. Mr. MelIntyre, from Defense Production Ad- 
ministration, Fred L. McIntyre. I am with the general counsel of the 
Defense Production Administration. 

Mr. Hopkins. George Hopkins, Defense Production Administra- 
tion. 

The Cuarrman. Mr. Hopkins, what is your function? 

Mr. Hopxtns. I am with the Material Resources Division, Defense 
Production Administration. 

Mr. Rose. I am Matthew J. Rose, in the Industrial Resources 
Division, and Mr. Hopkins is our petroleum expert. 

The CuarrMan. We are glad to have a petroleum expert here. 

Senator ANpERSON. Who allocates the steel to the oil industry? 

Mr. Rose. The Requirements Committee of the Defense Produc- 
tion. 

Senator ANDERSON. Is anybody here from that Division? 

Mr. Rose. We do the staff work for the committee. 

Mr. Brown. Senator, 1 am a member of it along with representa- 
tives of other agencies. The actual decisions, of course, are made by 
the chairman, and should be. Allocation in the Defense Production 
Administration in the third quarter was by Mr. Charles Wampler, 
who was then Deputy Administrator of the Defense Production Ad- 
ministration. He has since left the Government, and the man who 
is currently Assistant Deputy Administrator and chairman of the 
Program and Requirements Committee is Mr. Melvin Anshen. 

The CHarrman. For an orderly presentation of the matter, I 
request that the Secretary of the Interior make an opening state- 
ment, but I might say to vou, Mr. Secretary, that we hope before 
you finish you will bring into the scope of your discussion the 
re ported proposed order with respect to the distribution of natural 
gas. That is an affiliated subject, of course, of equal interest to the 
committee with petroleum. 

Secretary CHapmMan. Yes, I will be very happy to, Mr. Chairman. 
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STATEMENT OF OSCAR L. CHAPMAN, SECRETARY OF THE 
INTERIOR AND PETROLEUM ADMINISTRATOR, ACCOMPANIED 
BY BRUCE K. BROWN, DEPUTY PETROLEUM ADMINISTRATOR 


Mr. Chairman and committee members, before I start my prepared 
statement I would like to say this: Your committee has jurisdiction 
over practically all of the energy matters dealing with the Depart- 
ment of the Interior on its defense programs. The four principal 
agencies of the Department of the Interior dealing with the defense 
programs are energy functions mainly. Those things come within 
the jurisdiction of this committee. Therefore, I am very happy to 
be here with this committee to discuss particularly today this one 
phase, but I want to say to you that I do not wish to give any prefer- 
ence in the terms to one part of this energy over another as to their 
importance. 

The electric power energy program and the coal energy program, 
the solid fuels and the minerals are equally important in terms of 
our national defense, but we happen to have at the moment a special 
problem in relation to oil that is causing us some concern. 

That is why I am especially pleased to be here to discuss this 
matter with you today, as I know that the representatives of the 
Petroleum Administration for Defense are also pleased to be here to 
clarify any questions we may have, that you may have regarding 
our administration of this particular function. 

The CuHatrMan. Now, Mr. Secretary, would you be good enough 
to identify the members of the Petroleum Administration staff? 

Secretary CHapman. Yes. I want to say that Mr. Bruce Brown, 
the Deputy Administrator of the Petroleum Administration for De- 
fense, is here; also Mr. Pratt Rather, who is Assistant Deputy Ad- 
ministrator in charge of Gas Transmission and Distribution; also Mr. 
Al Frame, Assistant Deputy, Domestic Oil; Mr. Hugh Stewart, Assist- 
and Deputy: and Mr. George Wilson, Director of the Supply and 
Transportation Division. 

Mr. Brown. Mr. Dick Lawton, Director of our Production Divi- 
sion, and Mr. Frank Watts, Director of our Materials Division, are 
here. These other gentlemen are staff members. I will not introduce 
them. 

Secretary CHAPMAN. They are each in a responsible position of 
their own within this agency, Mr. Chairman, and I am going to leave 
to them considerable part of the detail of discussion of this question 
today, but I want to bring out to you in my opening statement here, 
the outlying and overlying principles involved. 

Now I come before you today with this additional responsibility as 
Administrator of the Petroleum Administration for Defense. As you 
know, this country is producing 6 million barrels of oil per day, and 
is using approximately 7 million. Now that creates a problem in the 
terms of just normal operations of the business. 

Our purpose is to inform, not complain. It is fitting that the Con- 
gress should receive a summary statement, stripped of technical detail 
of the relationship that prevails between the supply of oil and gas 
available to the public and the supply of steel made available to the 
oil and gas industry to do its job. 

In order to keep in step with the demand for oil and gas during this 
defense mobilization period, the domestic oil and gas industry requires 
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about 2,385,000 tons of steel in various shapes and forms for installa- 
tions of facilities during the fourth quarter of 1951. Actually, as I 
shall explain later, the Petroleum Administration for Defense knows 

that much steel cannot be made available in the shapes needed. 

Accordingly, it has tailored its allocation request downward by 250,000 
tons to 2,135,000 tons. This figure may be compared with the third 
quarter allotment actually made by DPA in the amount of 1,583,800 
tons. This tonnage represented 67 percent of the actual needs for 
steel in the third quarter and was 74 percent of the steel actually used 
by the oil and gas industry during an average quarter during the first 
half of 1950. 

Pipe and plate: While the oil and gas industry uses some steel in 
almost every conceivable form, its principal requirements are for pipe 
and for plate to fabricate tanks, distillation equipment, and refinery 
facilities. Approximately 70 percent of all the steel required is used 
in the form of pipe. Pipe uses include “oil country tubular goods’’ 
for oil and gas wells—really a specialized use of pipe—gathering lines 
to transport oil and gas from the wells to central collecting systems, 
pipe used in refineries, natural gasoline plants, terminals, oil field 
equipment and marketing facilities and—most importantly from the 
standpoint of volume of usage—pipe for the transportation of crude 
oil and refined petroleum products and pipe for the transmission and 
distribution of gas. 

Plate needed for pipe: The principal bottleneck preventing maxi- 
mum production of large diameter pipe needed for oil transportation 
and gas transmission appears to be a shortage of steel plate that can 
be allocated to the pipe mills. Thus, in a certain sense there is com- 
petition within the oil and gas industry for plate, because plate is 
needed both “as is’’ for tankage and refineries and as a raw material 
for some of the mills making large-diameter pipe. 

Prior to the present emergency, the supply of steel plate was in 
practical balance with demand. However, the defense mobilization 
program resulted in many new demands for plate. These include 
the plate used in the direct military program and in some of the so- 
called defense supporting programs such as the construction of addi- 
tional freight cars, locomotives, ore boats and barges as well as plate 
necessary in the construction of new steel-making facilities. 

During World War II some steel mills previously devoted to rolling 
the thinner steel strips needed for the production of consumer durable 
goods were readjusted to roll the thicker plates needed for armaments 
and heavy industry. While the defense mobilization program pre- 
sents the same problem on a smaller scale, few if any conversions of 
steel rolling mills from strip to plate have occurred. Our experts in 
PAD knowing this and knowing that it is physically impossible for us 
to obtain the full amount of large-diameter pipe required unless and 
until this is done, have deliberately reduced their request for steel 
allocation by 250, 000 tons urgently needed in the form of pipe. 

Pipe requirements: As I have said, approximately 70 percent of all 
of the steel required by the oil and gas industry is needed in the form 
of pipe. If we could obtain the full amount of steel needed for the 
fourth quarter, 70 percent would be used as pipe but due to the un- 
availability of sufficient plate to produce the required quantities of 
large-diameter pipe, the ‘percentage figure will drop to 67 even if 
DPA fully responds to our requests. 
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Approximately 21 percent of all of the pipe required should be in 
the form of “oil country tubular goods” for the oil and gas well- 
drilling program and the remaining 79 percent should be line pipe in 
various sizes and for various purposes. Approximately 55 percent of 
the tonnage is required in large- diameter pipe, that is, 16 inches or 
above in , meh, 

Uses of pipe: We are working on a program designed to cause the 
drilling of 43,400 wells in search of oil and gas in 1951. If anyone is 
thinking of going into the oil business on a wildcat basis, he ought to 
carefully check these figures. 

This should result in about 28,500 producing wells after allowing for 
dry holes. To sustain this program, 437,000 tons of pipe in the form 
of “oil country tubular goods” is needed in the fourth quarter of 1951. 

It is not enough merely to drill wells. More pipe in the form of 
gathering lines must be used to transport the oil and gas to central 
collection systems. Studies over many years’ operations show that 
after making full use of secondhand pipe obtained by removing and 
reusing old lines—25 tons of new line pipe are needed for every 100 
tons of oil country tubular goods used. For the fourth quarter, 
110,000 tons of line pipe are needed for this purpose. Unless it is 
available and properly distributed, all newly discovered oil and gas 
cannot be brought to immediate use. 

Nor is it enough merely to pay these gathering lines. New fields 
must be connected with existing crude oil and gas transportation lines 
by extensions of the trunk system. 

Nor is it enough merely to expand present crude oil pipeline systems. 
Oil continues to be discovered in new areas not served by pipelines at 
all. Oil production in known areas sometimes quickly expands far 
past the volume that can be transported in existing systems and it 
becomes necessary to construct entirely new trunk lines. 

The necessity of such new trunk lines is rendered obvious by the 
insistent pleas of the units of the industry for priority assistance for 
their construction. The necessity can and has been proven statis- 
tically by our experts. They have determined that to care for the 
increased load of crude oil transportation occasioned by new fields 
and increased production demands it will be necessary to devote 
740,000 tons of steel to laying new lines in 1951 and 1952, as well as 
about 116,000 tons to extend existing lines. 

The necessity of such lines is dramatically illustrated in certain 
areas. More than 300,000 barrels a day of crude oil production is 
“backed up” in the West Texas-New Mexico Basin awaiting pipeline 
transportation from that area to points of possible refining and use. 
In the Rocky Mountain area, approximately 100,000 barrels of pro- 
ducible crude oil needed by midwestern refineries is awaiting the com- 
pletion of the Platte pipeline. It is unfortunate, indeed, that this 
should occur at a time when approximately 5 percent of all of the oil 
available to nations outside the iron curtain is now cut off in Iran. 

In the 12-month period ending April 1, 1951, domestic consumption 
of petroleum products rose 11 percent to 7,106,000 barrels per day. 
Excess of demand over domestic production was handled by imports. 
Predictions are that the next 12 months will result in still further in- 
creases in petroleum requirements. Unless steel is made available, 
the inevitable result will be that the petroleum industry will not be 
able to satisfy the demand. 
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Increased production, refining and consumer demand calls for 
increases in capacity of pipelines carrying finished petroleum prod- 
ucts. Our experts estimate that new ‘product lines extending 4,400 
miles and requiring approximately 305,000 tons of new steel pipe must 
be constructed in 1951-52. Failure to build them as the vy are needed 
will contribute to product shortages at the points of intended use. 

Pipe for gas: A remarkable expansion in the ‘use of and demand 
for natural gas has occurred since the close of World War II, particu- 
larly in the northeastern quarter of the United States. An ambitious 
program for supplying additional natural gas to areas already served, 
and for supplying natural gas to new areas, has been in progress for 
some years. Prior to the declaration of the present emergency, the 
gas-transmitting companies were constructing new lines to serve this 
demand as rapidly as pipe could be delivered, and the *y had orders on 
file with the steel mills for years in advance. 

This program was, of course, completely upset by the scramble for 
steel that occurred commencing in September 1950, and continuing 
down until July 1, 1951, when the Defense Production Administration 
commenced its steel allocation program. Out of the relatively meager 
allotment made PAD for the third quarter of 1951, it was possible to 

earmark only 515,000 tons of pipe for gas transmission and distribution 
an ‘s. This represented less than 60 percent of the real demand for 
pipe actually needed in the third quarter to continue construction of 
projects already in progress. It provided nothing for the starting of 
new projects. Indeed, under present regulations no pipeline project 
can be started without explicit prior permission from PAD. 

If the Defense Production Administration allots to PAD for the 
fourth quarter of 1951 the full amount of steel requested, the amount 
of line pipe available for 'gas-transmission projects will be about 
420,850 tons, and for distribution lines about 140,000 tons. These 
supplies of pipe will be devoted entirely to completing or continuing 
projects that are already well advanced. 

The supply of pipe requested will not be sufficient to permit the 
transmission projects to reach their ultimate destinations. The use 
of pipe will be screened in such a way as to permit, as far as feasible, 
each line under construction to reach some point at which the deliver- 
able gas supplies can make a contribution to the peak winter demand 
for gas. 

Despite the need for a gas line to the Pacific Northwest and for 
additional gas lines into New England, no recognition can be taken of 
these needs until more pipe is available, and projects under construc- 
tion can be finished. Over-all, the gas transmission projects to be 
supported with additional pipe in the fourth quarter are already 
75-percent completed. 

Sufficient line pipe has not been available and will not be available 
in time to permit the completion of all gas transmission projects 
scheduled to be completed before the winter of 1951-52. That is 
why the Petroleum Administration for Defense is actively considering 
the issuance of an order temporarily prohibiting the addition of new 
heating loads and other large-scale loads on gas transmission systems 
in areas in which it is evident that natural gas will be in short supply. 

Let me interpolate there for a moment to say this: There have been 
many rumors that I have heard recently that the proposed order as 
proposed by the Petroleum Administration for Defense was nothing 
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more than the natural gas companies trying to put the blame on the 
Government, on the Administration, on myself, to be specific, to take 
the blame and the heat for something that they would have to do in 
the final analysis if they did not have gas to deliver. I do not believe 
that to be the purpose of this order, but even if it was the purpose, J 
have a responsibility that is assigned to me under law, and I would not 
shirk that responsibility, unpleasant as it may be, just because it 
may be favorable in its public relations to some company or some office 
that is in the gas business. 

I do not believe that is the purpose of this order, and I repeat 
again, even if it were, I still feel my responsibility requires that I 
warn the people and take what action consistent with my responsibility 
is necessary to relieve that situation. 

Senator ANpERsON. I was going to ask, will the order hit everyone 
alike, the large user as well as the household user? 

Secretary CHAPMAN. Surely, it will hit them all alike. We are 
going to discuss that in detail. 

The very fact that such an order is under consideration has aroused 
widespread protests from potential consumers and from appliance 
manufacturers and distributors. Obviously, this does hit the appli- 
ance manufacturers, and they will n: aturally be unhappy about it. 

I can well understand their dismey, but [ hope that they will under- 
stand that the contemplated order is not part of a plot to control the 
end uses of fuels. Neither is it a scheme to promote the burning of 
substitute fuels such as coal or oil. As is evident from my report to 
you on steel, we are confronted with a distressing practical situation— 
a condition, nota theory. There is not enough steel pipe to complete, 
promptly, the projects under construction. When sufficient pipe 
can be procured and installed, there will be no reason for any restriction, 

Until the lines can be completed, there are sound reasons for restrain- 
ing the ‘mposition of new gas loads on facilities that will not handle 
next winter’s peak demand. Our gas experts tell me that should the 
feared event actually happen and should a community run out of gas, 
all of the thousands of gas appliances would have to be turned off. 
Gas service could not again be supplied until the lines had been purged 
of air and all appliances serviced. This might take large crews of 
trained men some weeks to accomplish. 

I will leave the discussion of gas supply and possible limitation 
orders after pointing out that the situation is a simple illustration of 
cause and effect. 1 will leave that to the experts to testify in more 
detalii before you. 

No steel—no gas. However, I trust I can be forgiven for remarking 
that unless the oil people can be supplied with the steel they need, it 
is only a question of time before there will be a new wave of protests 
from automobile owners and home owners heating with oil. It is a 
very simple fact. I do not like to use such an expression as ‘‘no 
steel—no gas.’”’ But it is a factual thing, a practical thing with which 
we are faced. : 

The CHarrMAN. Let me interrupt there, Mr. Secretary, to point 
out that there has been a tremendous increase in the production of 
steel in the United States. Only a few years ago, some of the leaders 
of the steel industry- were saying that steel capacity need not be 
increased, but steel capacity has been increased, and in Mr. Wilson’s 
second quarterly report to the President, which was issued on the Ist 
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of July of this year, on page 11, under the heading “Steel,” we find this 
statement: 

If any single industry is basic to the whole industrial machine, that industry is 
steel. We are moving toward a steel ingot capacity of 118 million tons by mid- 
1953. Ingot production has now reached an annual rate of 108 million, but this 
output is somewhat in excess of rated capacity. 

This proposed increase—that is, the contemplated increase to 118 
million by July 1953—would be an 18-percent increase in 3 years 
This increase, which has already taken place to 108 million tons 
raises the question as to what is happening with the tremendous output 
of the steel industry in the United States. 

Yesterday before the Subcommittee on Defense Appropriations, of 
which I happen to be chairman, the Navy testified that it uses 
scarcely 24 percent of the total output of steel in the United States. 
In the material which was prepared by the Joint Economic Committee 
basic data relating to steel prices during 1950, we had this chart from 
authoritative sources, showing where the steel goes as of 1949. 

The automotive industry was taking 1900 percent; jobbers, dealers, 
and distributors, 17'\%oo percent; construction 13?%o9 percent; con- 
tainers, 7°%o9 percent; railroads, 6°%o0 percent; export, 6°%o0 percent; 
machinery, 4*%o9 percent; converters and processors, 4°%o9 percent, 
and all others 20%» percent. 

Now, the output of automobiles is decreasing. The output of 
tanks and motor equipment for military purposes naturally is increas- 
ing, but I have seen nothing to indicate such a great change in the 
utilization of steel, considering particularly the increased annual 
production of steel, to explain why it appears to be so difficult to 
obtain steel for the petroleum industry to meet the Munitions Board 
demand for a million barrels a day additional production of oil. 

The CHarrMan. When these reports, these facts, are considered in 
connection with the reports which have come from the Small Business 
Committee of the United States Senate, of extensive black-market 
operations in steel, one wonders precisely what the defense authorities 
are doing to make certain that there is a proper allocation of steel and 
no black-market operations. 

My reference to black market should be considered for just what it 
is, merely a recitation of reports which have come to me from the 
Senators, who have been members of the Small Business Committee, 
and from a few others. I have no facts with respect to it, but I am 
sure that Petroleum Administration for Defense must be looking into 
that phase of the matter, and also Defense Production Administration 
and National Production Administration; and I think, before this 
discussion is over, we shall want to know what the situation is. 

Secretary CHapmMan. Mr. Chairman, I think you will remember I 
testified before this committee, or the Small Business Committee, 4 
years ago, that the steel industry had to increase its capacity in order 
to meet the normal demand growth of this country. No emergency 
or war was taken into consideration at that time. Of course, | was 
quite severely criticized, and it was said that I was socialistic for even 
suggesting such an idea that the steel industry should expand. I am 
very glad that my Socialist friends, the presidents of the steel com- 
panies, have now joined me and are increasing the steel capacity of 
all their plants, and they need to increase it even more. 
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We are not certain, and we have no way of knowing that 118 million 
tons is adequate to meet the normal demands of the country today, 
even without a war. We have no way of proving that it is. 

The CHarrMANn. At the time you prepared this statement, we dis- 
covered that back in 1900 the per capita use of steel in the United 
States was only 2,600 pounds, but that in 1949 that had increased to 
more than 23,000 pounds. In other words, as the country has ex- 
panded during this century, the per capita use of steel multiplied about 
10 times. 

Secretary CHAPMAN. Senator, when this program first started some 
6 or 8 months ago, when we began to get it rolling, I did not have 
any doubt that we would be able to acquire sufficient steel for a 
private company to come in to build a pipeline for transportation of 
petroleum if they so desired. I have been severely shocked from that 
position to find that the steel is.just not available. We have pipe- 
line applications, probably a dozen before us, requiring thousands of 
tons of steel for which it is absolutely impossible for us to allocate 
because Defense Production Administration does not have the steel 
to give us. 

Senator AnpERson. How do you account for the statement that 
the chairman just made a minute ago that production was up to 108 
million tons? Apparently, from the first page of your testimony, 
you in your own shop cut down 250,000 tons to bring down the 
actual need to 2,135,000 tons. 

Secretary CHapMAN. That is right. 

Senator ANpERsoN. Then Defense Production Administration cut 
that down to a million and a half. 

Secretary CHAPMAN. That was the last quarter. 

Mr. Brown. We are saying what we need this quarter, and what 
we got last quarter. 

Senator ANDERSON. What was the need in the third quarter? 

Secretary CHapMAn. About the same amount. 

Senator ANDERSON. You need about 2 million tons. 

Secretary CHAPMAN. Certainly. 

Senator ANDERSON. So what difference does it make? You needed 
2,100,000 tons; Defense Production Administration cut you down to 
1,500,000 tons. Who is going to explain from Defense Production 
Administration why that cut had to be made, in view of this 
increase? 

The Cuarrman. Of course, it will be the intention of the committee 
after we get all the facts, from the point of view of the Petroleum 
Administration for Defense, to ask the other agencies for the ration- 
alization of what is transpiring. We want to know where the steel 
is going. 

My attention was called the other day to the fact that the Cosmos 
Club of Washington has been granted authority to build a $700,000 
social structure here. Now I have every admiration for the members 
of the Cosmos Club, their scientific attainments, and their influence 
in Government, but I must say that a social club in Washington, 
with its use of steel and other scarce building materials, has really 
no vital place in a defense economy. Yet, that approval was 
granted 
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Senator Matone. Mr. Chairman, I call to the attention of the dis- 
tinguished chairman that most of the men who are doing the allocat- 
ing are members of the Cosmos Club. 

The CHarrMan. | am not so sure about that. 

Senator Matone. Therefore, they must be properly housed. 

Secretary CuapmMan. Mr. Chairman, may I make one statement in 
answer to this, and then I will be very happy to answer any ¢ uestions. 
I want to say this for Defense Production Administration: The vy had 
made a cut in the materials to be used in the electric-power industry; 
and, after we had very carefully and in painstaking detail gone bac k 
to them and showed them exactly what it would mean to our industr Vv 
and what it would mean to the shortage of the kilowatts that we needed 
in defense areas, they did increase the allocations for us. 

I want to say this: When we give them the facts on this, and 
impress them, and give them the facts I think properly, they have 
been very considerate of us. I do not want to be critical that they 
are blindly going aJong on this. They are not. 

The Cuatrman. I do not want to imply that either. We want the 
facts. * 

Secretary CHAPMAN. I want it known that that was an illustration 
in which they have gone out of their way to help us in order to get 
the necessary material to carry on the power program. They reduced 
the cut that they had made on the materials for the electric-power 
industry, and I wanted you to know that. 

Senator ANDERSON. One right does not correct the other wrong. 

Secretary CHapMAN. No; I appreciate that. 

Senator ANDERSON, If the situation is corrected, if we are producing 
6 million barrels, and using 7 million barrels 

Secretary CHAPMAN. That is what we are doing. 

Senator AnpERsON. We must be getting the balance from some 
place. Now, if by any chance any of that is coming from the Abadan 
area, and that is going to be cut off in any way, it would seem to be 
the part of wisdom to try to know how we are going to get more oil 
in our own country, and whether the refinery is the bottleneck, the 
vipeline is the bottleneck, or the oil country goods is the bottleneck, 
Defense Production Administration decided a million and a half 
was all that was necessary. 

Secretary CHapMAN. I do not agree with their judgment. 

Senator ANpERSON. What happened when they did it? 


Secretary CHAPMAN. We had to cut back. The companies could - 


not get enough pipe. 

Senator ANDERSON. In electric motors, you got them to change it? 

Secretary CuapMan. That is right. 

Senator ANDERSON. What happened in pipe? 

Secretary CuapMAN. We have not been able to persuade them. 

Mr. Brown. May I take that? You see, it is not total steel, 
Senator. Ingots do not do us any good, and this 108 million tons of 
ingots does not turn out to be 108 million tons of steel. A lot goes 
back as scrap. 

The CuarrMan. The significance of 108 million tons of ingot is 
merely this Mr. Brown; that the capacity of the steel industry is 
measured in ingots. 

Senator ANDERSON. Surely. What you did when you had a lower 
capacity, some of that went bac k in scrap. In speaking relatively, 
there is more steel; isn’t there? 
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Mr. Brown. Yes, but what the Secretary is trying to show is this: 
I do not want to defend the Cosmos Club one way or the other. We 
cannot build pipe with structural steel, and the difficulty is the limita- 
tion on pipe, not steel. In other words, we need plate to make pipe. 

Senator ANDERSON. Do you mean to say there is no profit difference 
to a steel mill whether it makes structural steel or pipe’ 

Mr. Brown. I do not think that is the point. There is a difference. 

Senator ANDERSON. It is not as profitable to make steel plate. 

Mr. Brown. I think they are following the directives of Defense 
Production Administration all right. 

Senator ANpERSON. If the directives are given out for them to make 
the greater profits, then they could follow along fine; could they not? 

Senator Warkins. I noticed when the chairman read the figures 
that there was still a lot of steel being exported. 1 wonder why that 
export is now taking place. Why shouldn’t we allow the German 
mills, for instance, to increase their capacity and other places to take 
care of these exports? 

Secretary CHapMANn. I would like to take care of that in the rest of 
my statement, which is detailed, Senator, on that very point. 

Senator Watkins. The reason I am calling that to your attention 
is the fact that a number of years ago, when this matter was before the 
Joint Committee on the Economic Report, the steel companies stated 
they realized that possibly European and other production would come 
into being. Unless there was a demand for defense purposes, they 
would take care pretty well of the needs of the United States. The 
German, French, and Belgian mills can turn out more steel if we want 
to let them turn out more steel; at least, the Germans can. 

Secretary CHapMan. Of course, all of their production combined 
would not be enough now to take care of a fraction of their own de- 
mands in those countries. 

Senator ANDERSON. Oh, ves. 

Secretary CHapMAN. I say for the tubular goods. We have not cut 
them off. They just have not been producing. 

Senator Matone. I am just wondering why the plan does not allow 
German steel to expand. It was the plan of this country for years. 

Secretary CHapMAN. I do not know why. 

Senator Matone. Mr. Chairman, it would be very interesting and 
informative to allow Mr. Brown to complete his statement at this 
point on the question which was to distinguish between the tonnage of 
steel and ingots available for industrial and housing construction. 

Senator Watkins. Do I understand, Mr. Secretary, you are going 
to go into this matter? 

Secretary CHAPMAN. Yes; we are going into that in more detail. 

Senator Warkins. I direct your attention to the fact that a few 
years ago the Geneva Steel Co. in Utah was shipping quantities of 
steel over to Arabia for the construction of pipelines there. Of course, 
that was in the national interest; but, if they had not had that market 
at that time, they probably would have had to close that mill down. 

Secretary CHapMaNn. That is right. 

Senator WATKINS. So, at that time there was something to be said 
on the other side about the steel companies not wanting to out run the 
domestic supply unless assurance can be given them there is going to 
be a war, and they can be guaranteed that we need all the steel they 
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can make if they expand it as far and as fast as we want it at this 
time. 

So, actually, we did have to do a lot of exporting in order to keep 
our mills running at that time. Now, if the Germans had been per- 
mitted to go ahead, as some of us wanted to let them go ahead, prepare, 
and start their mills again, probably this shortage would not have 
occurred. 

Secretary CuHapMaANn. Mr. Brown, do you want to finish that state- 
ment at this point? 

Mr. Brown. If I may restate it: To start out with, our figure is 
108 million tons of ingots. I was observing, and I guess the committee 
understands anyway, that in making steel you trim off part of it, and 
scrap necessarily goes back into the steel-making process. The point 
that I did not get to make there was this: The current production of 
finished shapes of steel, whether they be structural steel for the Cosmos 
Club or pipeline for the Platte line, or whether they be plate for the 
automobile manufacturers and the refrigerator manufacturers, is about 
80 million tons, and our oil and gas requirements of steel to keep 
going is more than 10 percent of that, as compared to the 2% percent 
that the Navy was telling us about. 

In other words, oil and gas is always:a big user of steel. The other 
point I think I made to you, Senator, was that our difficulty about 
pipe is partly due to the diversion of plate from normal peacetime 
uses to other defense-supporting programs such as freight cars, barges, 
or boats and the building of new steel mills. Now that could be cor- 
rected by converting some of the mills that roll thin strips that are 
used for automobile pieces and refrigerators over to the thicker plate 
that the heavy industry uses. That is the only way to correct the 
plate situation, and until the plate situation is corrected, we cannot 
correct the pipe situation. 

Senator Burter. Mr. Chairman, that touches pretty closely to the 
point that I wanted explained. 

You have an organization set up here that distributes the material 
that is made available for you to distribute, but aren’t vou clothed 
with authority to tell the mills what you are going to need? 

Mr. Brown. That is the authority of the Defense Production 
Administration that makes the decisions as to distribution, and the 
National Production Authority that, in effect, manages the authority 
for the economy. 

Senator Burter. Has a proper order been made to see that the 
output of steel plate is increased? 

Mr. Brown. Not to my knowledge, sir. 

Secretary CHAPMAN. That is one of the problems. 

The CHarrMan. Let me interrupt. A moment ago, Mr. Rose at 
the end of the table, representing Defense Production Administration, 
indicated that he had something to say. * 

Mr. Ross. Senator, I just wanted to keep the record straight. 
There has been no allocation of steel for construction of the Cosmos 
Club. There has been no allocation for the construction of industrial 
facilities and commercial facilities other than petroleum and adminis- 
tration for defense, for power and for certain of the mineral industries. 

For the first quarter of complete allocation across the board, it will 
be the fourth quarter of this year. The other industrial facilities 
were not given an allocation. They were given a priority, but they 
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had to go find space in the mills on their own. I doubt very much 
whether many commercial facilities or any nonessential facilities will 
be allocated steel in the fourth quarter. 

The CuatrMAN. Representatives of the Navy testifying in this 
room yesterday indicated that for the purposes of securing necessary 
materials for the production of materials needed by the Navy, the 
controlled-materials plan was highly necessary. This they said was 
particularly true with respect to machine tools, because machine-tool 
manufacturers seemed to be unable to secure the material that they 
need. 

A question that occurs in this inquiry that we are making is whether 
or not sufficient steps or the proper steps are being taken to make 
certain that we have a sufficient production of steel plate to supply 
the finished products like line pipe, for example, which can be made 
only out of steel plate. 

Mr. Roser. To give you some prospective, perhaps this would help. 
I recall the figure of 6 percent as the take of the railroad industry 
during 1949. It was around 6 percent. , 

The CHatrRMAN. 6.97 percent. 

Mr. Rosse. Their request for steel during the fourth quarter 
amounted to more than 20 percent of the supply. That indicates 
the shift that has occurred to meet their needs for new cars. 

Other defense-supporting industries, the Defense Production Ad- 
ministration, has a tremendous program for expansion that competes 
almost directly. The steel program is also competing for those de- 
mands. 

It is a fairly temporary situation, because all of these programs came 
together at once, starting in the middle of last year, but the demands 
for steel now that the plants are out of the drawing boards and going 
up, is really tremendous, and I really do not think it will last long. 

The steel people say that the structural mills will be looking for 
orders next spring, but there is not a piece of structural steel around 
today. Again, there is another factor. We have not put complet: 
allocation control into effect until the next quarter of this vear. There 
was partial control of the priority orders up to this time. 

The Cuarrman. Do I understand that in the fourth quarter you are 
going to put complete allocation—— 

Mr. Rose. As I understand it, that may not be necessary for con- 
sumer durables. The decision I do not believe has been made in that 
area, but everyone else will get an allocation which will be good for a 
piece of steel. 

Senator ANDERSON. The only reason I raised the question as I did, 
Mr. Chairman, is that many of us have been delighted with the type 
of people that Secretary Chapman has brought into this Petroleum 
Administration for Defense headed by Mr. Brown, and so far as I know 
going all the way down to the people that he has brought in. They 
know the business, they know what to do about it, they know how to 
get the materials, but somehow they do not get the steel out of Defense 
Produc ‘tion Administration, and I just wondered if the ‘v needed some 
help in arguing with Defense Production Administration. 

The CHarrMan. Senator Malone? 

Senator Matong. Mr. Chairman, it seems that 80 million tons is 
what we have to work with. This increase to 118 million would mean 
ingots and not steel. 
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Mr. Brown. Eighteen-percent increase from approximately 100 to 
118 million tons of i ingots, and then the scrap is always trimmed off. 

Senator Maton. How much steel would that mean, 118 million? 

Mr. Brown. That would be about 85, would it not? 

Secretary Cuapman. Between 85 and 90. 

Senator Matone. Mr. Chairman, apparently the committee has 
not clearly understood the language of the experts. There are at 
least four or five basic types of steel that are manufactured out of 
which the finished product is made, and the amount of the basic 
types turned out determines how much of the finished types can be 
produced. That includes your structural steel and the plate, strips, 
bars, and your reinforcing rods and structural steel. 

Then would not the men allocating the steel have to start with the 
basic types and not just deal with the finished product, but direct the 
steel mills how much of each of these types, basic types are needed, 
and then talk to the fabricators in language of amounts of necessary 
fabricated steel to be allocated? 

The CuHarrMan. Of course, that is the eventual distribution which 
will come from this new allocation order of which Mr. Rose spoke. 

Senator Matone. I understand that, but the language used in this 
committee is confusing unless they do use the language referring to 
the basic types of steel to be manufactured at the plants and then 
designate the types of finished steel that must be fabricated from the 
basic t ypes. Maybe we could use the common language here so we 
could better understand it. 

The CHArRMAN. We will urge the witnesses to use understandable 
language. 

Senator Matone. It should be understood that there are not 118 
million tons of steel, but 85 million tons to be allocated between the 
basic types. 

The CuarrMan. Let me say, Senator, that I used the language that 
was in Mr. Wilson’s report, because the steel industry from time im- 
memorial has measured its capacity in steel in tons of steel ingots, 
and I assume that everybody who had anything to do with proble ms 
of construction and distribution knew that the ingots had to be ham- 
mered into various shapes. 

Senator Matone. In other words, that we knew automatically 
instead of 108 million tons of steel, it was 80 million tons of steel. No; 
we did not know that. And of course, the reports that they turn out 
are then correspondingly misleading, and since they are not explained, 
it may be concluded that it is not intended that anybody understand 
them. 

Senator Ecron. Mr. Chairman, may I ask Secretary Chapman a 
question? 

You mentioned the fact that you had plans for 43,400 new wells, 
new oil wells. 

Secretary CHAPMAN. That is right. 

Senator Ecron. Now I want to ask if you had had any assurance 
up to date from the Defense Production Administration that there 
will be sufficient pipe and sufficient steel to build this number of new 
wells which you have planned in your program. 

Secretary CuapmMan. Yes, we have been given assurances that we 
will have the amount of steel needed for that particular drilling pro- 
gram. 
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Senator Ecron. Another question, and if you cannot answer it, 
maybe Mr. Hopkins over here can. 

A new company forming, contemplating, prospecting for oil, and 
I presume they come under the wildcat category 

Secretary CuapMan. Mr. Brown will answer that one for you. 

Senator Ecron. What assurance do they have that they can get 
enough pipe to go ahead and complete the drilling operations? 

Mr. Brown. A new company? 

Senator Ecron. Yes; a new company. 

Mr. Brown. Every producer in the United States is invited to 
file with the Production Division of the Petroleum Administrator— 
Mr. Lawton is Director and is sitting over there now—his require- 
ments on a quarterly basis outlining whet wells he wants to drill and 
where. Now, we do not dictate to him where he drills, where he puts 
the wells. We have to know approximately where he wants to drill 
them because the different localities demand and require different 
amounts of steel. 

Now, your newcomer would not have any historical basis, but if any 
company has been operating, it is also asked to file complete data 
on what their past history has been in oil-well drilling, and the in- 
ventory that they already have of the type of pipe required for drilling 
oil wells. On the basis of that information we in the third quarter 
issued—was it about 4,000 separate allocations of oil—tubular, oil 
country tubular goods, which was merely the privilege to buy. In 
other words, we could put a DO 48 on his order to buy a fair propor- 
tion of the oil country tubular goods if it were available. 

Senator Matonr. Who gave him the order? 

Mr. Brown. If he could buy the steel without a priority order, 
he went ahead and bought it. 

Senator Matonr. Who gave him the order if it was intended that 
he get the steel? 

Mr. Brown. It came from our Production Division. 

Senator Matonsr. The first priority was not good without the 
second? 

Mr. Brown. Remember, until the Ist of July steel was not under 
allocation at all. Everybody was scrambling for pipe as best he 
could, except that we had set aside, with the approval of the National 
Production Authority, a small kitty of oil country tubular goods in 
13 warehouses in the United States. To satisfy the desperate needs 
of anybody in wildcatting, if he had a hole in the ground, he was able 
to draw on those stoc kpiles for pipe for completion of genuine wild- 
cats. Commencing with the Ist of July, as the gentleman has said, 
allocation was made for steel, including a specific amount of oil 
country steel, and steel tubular goods. 

These producers were invited in the spring to file their requests 
with Petroleum Administration for Defense for priority assistance, 
and letters were sent out authorizing them to place the DO 48 prefer- 
ence on their orders on the steel mill for a certain amount of pipe. 
We are repeating that process now for the fourth quarter. We will 
have to do it every quarter until pipe gets in good supply again. 

Senator MaLonr. Do you give out any of the first type permits 
that are not covered by the second? 

Mr. Brown. Up until the Ist of July the only steel we had to give 
out was this emergency stock for wildcats, and that is the only thing 
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we did give out. Now, we are in the control svstem under which we 
are able to pass out papers that entitle them to priority assistance in 
buying, and that is the only thing we are doing. 

Senator Matone. I did not understand whether or not you an- 
swered the question, if you are giving out the first type of permit 
that permits them to buy, if they can find if, without covering them 
with a specific allocation and direction as to where such amounts are 
located. 

Mr. Brown. No, sir. The priority assistance that we give, gives 
them implicit right to buy. It puts them at the head of the line with 
the steel mill to buy the pipe. 

This other free use of pipe I am talking about the Petroleum Admin- 
istration for Defense had nothing to do with. In other words, there 
was no regulation in effect. A producer did what he always did, tried 
to buy some pipe from somebody, used it without any approval or 
disapproval by Petroleum Administration for Defense at all. 

Senator ANDERSON. Do you give a man more than a hunting 
license? 

Mr. Brown. Our experience to date has been that these things 
have not been hunting licenses, have they? 

Mr. Lawton. No. They are checks that steel is there 

Senator ANpErRsoN. Is that any different from a hunting license? 

Mr. Warts. The authorizations issued by Petroleum Administra- 
tion for Defense through the PAD, 17 applications equal in tonnage 
the mill production of oil-country tubular goods, or in other words, as 
Mr. Lawton indicated, the checks that are issued by PAD are against 
the mills’ production, or are checks that can be cashed actually in 
tonnage. 

Senator Ecron. Mr. Chairman, one more question of Mr. Brown. 

Senator AnpERsoN. If we could get that last one answered, it would 
certainly help both Senator Malone andme. It has not been answered 
thus far. 

Do you regard as an answer what he just got through saying? He 
says that there is a total amount of material at the mills, and a total 
amount of orders given against it, and therefore you should be able 
to get it, but can you get it? Is it more right now than a hunting 
license? 

Mr. Brown. I think it is, sir, but there is another factor that has 
not been introduced here that would perhaps explain many of these 
questions. We are in a very fortunate position in oil-country tubular 
goods because nobody uses those goods except the oil industry, with 
the exception of a few water and chemical wells, so when Defense 
Production Administration makes an allotment of steel, and tells 
National Production Administration to cause 400,000 tons of steel to 
be converted into oil-country tubular goods, that amount gets con- 
verted. 

If we know that amount is going to be made, our production division 
is not going to issue any extra checks. In other words, they will only 
issue checks that are good for say 400,000 tons. 

Now what you are suggesting is true in this sense: That it is the 
right to buy the steel with a DO-48 is a hunting license in that you 
have to find some steel mill that still has some of that steel, but it 
should all balance out eventually. 
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Senator ANDERSON. But if it does not, what good does it do, the 
fact that it should? 

Mr. Brown. But it does. 

Secretary CHapMAN. It has where they have the orders. Where 
they have had the DO orders from the Petroleum Administration for 
Defense, it has matched up and compared with the orders issued by 
the Defense Production Administration. So far, that has worked. 

Senator ANpersoN. Do I understand then that so far there is 
nobody who has received an order from the Petroleum Administration 
for Defense to permit him to draw oil country goods who cannot go 
in and get those goods? 

Mr. Brown. It ought to balance out, Senator. 

Senator ANDERSON. Have you had any complaints from people 
who are not able to get them? 

Mr. Brown. They may not be able to get 5% diameter pipe because 
they may be all gone, but we are not issuing any more checks than 
there is steel in the bank. 

Senator ANDERSON. What good does it do a fellow who is going to 
drill a shallow well to get permission to drill 7-inch casing when he 
cannot use it? 

Mr. Brown. Not too good. 

Senator ANDERSON. I am just wondering if whether this 5'4-inch 
casing is moving into the black market, when there is an open steady 
continuous black market in that 5'-inch pipe, with regularly quoted 
quotations; could it be that some of this is moving into the black 
market and not to the people? 

Mr. Brown. It could be, but it could be inventory that is being 
black marketed, and not new production. 

Senator ANDERSON. If they give you the quotation f. 0. b. Parkers- 
burg, W. Va., you would conclude it might be coming from the mill, 
would you not? 

Mr. Brown. I do not know whether you would or not. 

Mr. Ross. I would like to make one comment. We are just moving 
into a full system. Things are not completely under control yet. In 
the third quarter not all steel was allocated. There are inventories 
hanging on the market. Certainly there will be a black market. It 
may last for perhaps a 3 or 4 months’ period until those inventories are 
dried out, until the system gets into operation. 

The Cuarrman. What you say now is intended to convey the 
thought that the black market is one concerning the disposal of 
inventories, and not the disposal of new goods in the mill? 

Mr. Rosr. I would suggest that,.Senator. 

Senator ANpmRSON. Isn’t that a pretty harsh use of the words 
“black market’’? A man who has inventory has a perfect right to 
decide whether he wants to push that down in a hole, or sell it to his 
neighbor, isn’t that so? Is that black marketing? 

Mr. Brown. He has a perfect right, except if he gets pipe from us 
and sells it to his neighbor, he is not going to get any more pipe. 

Senator ANDERSON. But he is talking about inventories. 

Mr. Ross. I will go back to my other statement we are just going 
into a control system. 

Senator ANDERSON. Do you regard the sale of inventory acquired 
properly before July 1 as black-market operation? 











18 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


Mr. Ross. It depends, I imagine on the price, Senator. 

Senator ANDERSON. But do you regard that as a black market? 

Mr. Rose. Not necessarily. 

Senator ANpERsoN. ‘Not necessarily,” is like saying ‘Yes, a little,”’ 
“No, not much.” Do your regard it as black market? 

Mr. Roser. [If all steel were controlled, I would sav “Yes,” but all 
steel is not controlled, is not controlled during this quarter, and will 
be next quarter 

The Cuarrman. Of course, from the point of view of the operator 
who wants to get some tubular goods to put in a new well, if he pays 
an excessive price, as many of them have been required to do for old 
pipe pulled out of abandoned holes, or for new pipe which has never 
been used before, he naturally regards it as a black-market operation. 
He is paying more than the market price, and there have been instances 
of that, have there not? 

\ir. Rose. T am not familiar with that. 

The CHatrmMan. Mr. Brown? 

\ir. Brown. Oh, ves. 

The CuarrMAN. There have been many instances of that, have 
there not? 

\ir. Brown. Senator, so I will not be misunderstood, what I have 
said about the ability to cash checks I meant to apply only to oil 
country tubular goods. In the field of plate for building tanks, our 
DO-48’s have not been worth a thing. They have not even been a 
hunting license. 

The CuarrMan. I wanted to point that out. When we talk about 
the distribution of plate, we are talking about the distribution of 
steel shapes out of which line pipe is made. Now what is the situa- 
tion with respect to that? 

Mr. Brown. Well, we also make tanks out of plate, Senator, when 
we get it. We have been trying to issue this preference paper for 
steel plate to the industry to build some tanks before this winter 
Thev were not able to get the steel on preference paper because a lot 
of other people use plate, and as Mr. Rose indicated, we are in a state 
of confusion for a quarter. As to oil country tubular goods, because 
nobody else uses them, we have operated under better control. 

Senator Butter. Mr. Brown, I would think it would be a No. 1 
priority in the use of this plate to transport the oil from these produc- 
ing wells ahead of the use of plate for most anything else, making 
battleships or anything, because the tankers and ships are not going to 
be worth very much unless you get the oil. I am interested in getting 
some heavy tubular pipe for oil transportation. 

Mr. Brown. So am I. 

Senator Burier. I would like to know if we are going to hear from 
Mr. Rose a little later to give his ideas of what the prospect of the 
industry getting some of that is. 

The CuarrMan. Senator Wherry has been very patient here, sitting 
at the table as a welcomed guest who wants to ask a question or two. 

Senator Wuerry. I| appreciate this opportunity, and I will not 
detain you long. I will confine it just to one problem. I think this 
example might clarify the whole situation. 

You are the ¢ laiming agent to whom the delegation of authority has 
been made to get steel tubular goods for petroleum production; isn’t 
that true? 


s 
ie 


Piece. rane 


Se 
Se 
get | 
alloc 
tion 
Se 
Se 
nece 
Se 
drill 
se 
say 
quar 
M 
mad 
s« 
the ; 
M 
thire 
ne 
caus 
out 
and 
tons 
you 
«ah 
S« 
indi 
pipe 
field 
oil 
mm 
Ss 
in tl 
mo 
sx 
agen 
qual 
Roe! 
barr 
be a 
Al 
repo 
in tl 
did } 
Yi 
vet! 
1 th 
trou 
Se 
have 
forw 
thin; 
W 


thos 


ee 


STEEL ALLOCATION FOR PETROLEUM INDUSTRY 19 


Secretary CHapMan. That is right. 

Senator WHerry. You stated here that it was not enough just to 
get enough steel pipe to drill 43,000 wells, which you said had been 
allocated, but you needed more pipe for gathering lines and transporta- 
tion lines. 

Secretary CHAPMAN. That is right. 

Senator Wuerry. Do you feel that a transportation line is just as 
necessary as the steel that is allocated for the drilling of wells? 

Secretary CHapMAN. It is just as essential as the pipe you use to 
drill the well. 

Senator WHerry. Now, Mr. Secretary, I understood Mr. Rose to 
say that all the steel allocations had not been made for the third 
quarter. Was that a correct statement? 

Mr. Rose. There were segments in which no allocations were 
made. 

Senator Wuerry. That is what I understood you to say, that all 
the allocations of steel had not been made for the third quarter. 

Mr. Roser. It is not planned to allocate to all segments in the 
third quarter. 

Senator Wuerry. I just took the bare statement you made, be- 
cause I am interested in that statement. Senator Anderson brought 
out very graphically the difference between amount of steel requested 
and the amount allocated. I mean that vou asked around 2,135,000 
tons for the third quarter. Now, the requirements group to which 
you appealed, cut that to 1,583,000 tons. 

Secretary CHAPMAN. That is right. 

Senator WHerry. Your statement here on the bottom of page 4 
indicates that the two most important requirements you have for 
pipeline are to take care of the amount of oil backed up in the Texas 
field, which you estimate to be around 300,000 barrels a day of crude 
oil 

Secretary CHAPMAN. That is right. 

Senator WHerry. And another field is the Rocky Mountain area 
in the amount of about 100,000 barrels. 

Secretary CHAPMAN. That is right. 

Senator Wuerry. Bearing in mind that you are the claiming 
agent, and that you have steel that is not allocated in the third 
quarter, and that a pipeline is needed to haul crude oil from the 
Rocky Mountain area where it is backed up to the tune of 100,000 
barrels, would you recommend that the Platte Pipeline Co. would 
be a very necessary pipeline to get that job done? 

Also let me ask you this. How do you explain to us, so we can 
report to our constituents, that out of 75 percent of the steel allocated 
in the third quarter, 1,183,800 tons, that the Platte Pipeline Co. 
did not get any allocation for that period? 

You, as the claiming agent, say the Platte pipeline is necessary, 
vet no allocation of steel has gone to that project, in the third quarter? 
I think if you answer that question, we might find out what the 
trouble is in the Texas field, and in other fields. 

Secretary CHapMAN. I know, Senator, that vou understand we 
have to determine which is the most important item you must move 
forward first, when you are dealing with a tight situation where every- 
thing is considered important. This is a tight situation, as we know. 

When we come to allocating steel, we have been allocating it to 
those items that had to be increased, and had to move immediately, 
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such as increased refinery capacity that was mandatory, and then 
we had the necessity of finishing some pipelines that could be com- 
pleted expeditiously. 

Senator Wuerry. Such as the Platte pipeline? 

Secretary Cuapman. The Platte pipeline, I might say, started at 
the wrong end. 

Senator Wuerry. It started at both ends. 

Secretary CuapMan. They cannot use the part they have already 
put in the ground there at all until they finish it. 

Senator Wuerrry. They started at both ends, did they not? 

Secretary Cuapman. I think they did. 

Senator Wuerry. I do not want to draw this out too lengthily, 
because the Chairman is after the general facts. The thing I want to 
bring out is that I understand from your evidence that the Platte 
pipeline would fit right into the groove, as a very necessary allocation. 
All I am asking is why didn’t the Platte pipeline get an allocation in 
the third quarter. 

Secretary CHapMAN. The only reason I would give for that—and I 
will let the staff make its own detailed explanation of the problem— 
is that other items which had a higher priority took up all of the steel 
allocation we had. These items were for immediate use for im- 
mediate delivery. 

Senator WHerry. That isa refinery pipe, or steel, you mean? 

Secretary CHAPMAN. Not necessarily, but pipe for other uses in the 
petroleum industry during that quarter. 

From my own point of view, the Platte pipeline as well as the one in 
Texas are absolutely essentials and must be built as soon as we can 
get additional steel. Some of these other projects to which steel was 
allocated in this quarter either are finishing or almost in completed 
form. Now we need more steel to take care of the two lines under 
discussion. 

I made this distinction: The question of priority forced us to make a 
choice between all of the items on the board. We had to choose, and 
we did choose, the items as being the most essential for the immediate 
necessity, rather than the Platte pipeline. 

Senator WHerry. Let me ask you this question. Is there any 
pipeline that has a priority ahead of the Platte pipeline in its same 
field ; that is doing the same work as the pipeline intended to be done by 
the Platte Co.? 

Secretary CHapMAN. Let Mr. Brown answer that. 

Senator Wuerry. You are the claiming agent, and the last time I 
went to your office, he did all the answering, and it did not satisfy me. 

Secretary CHAPMAN. But it did not get the steel. Let us see if his 
answer has improved. 

Senator Wuerry. All I want to know is this: Why should the 
Platte Line Co. be deprived of any allocat on? I grant that there may 
be other things more demanding. The Secretary has been doing 
a good job as our claiming agent. I am not complaining. He has 
done everything but get the steel. He has let the Cosmos Club get 
socialized, and everybody else. 

Secretary CHapMAN. You heard what Mr. Rose said. 

Senator WuHerry. Based upon your statement that it is so necessary 
to get oil from the Texas field to the metropolitan centers and to the 
Rocky Mountains, with which I agree, and there might even be pipe 
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lines within pipelines that ought to have a greater priority percentage- 
wise, yet I cannot conceive of any distribution so unfair as to stop 
the completion of a pipeline that has gotten so far along in construc- 
tion. About 500 miles of the Platte pipeline has been complete ~d, yet 

you would take away their entire allocation for the third quarter. 

Secretary CHAPMAN. Senator, let me make one more effort at this. 

The CuHarrMan. Before you answer, Mr. Secretary, I want to get 
the record straight. 

Senator WHerry. Excuse me. Did I twist it up a little? If calling 
the Cosmos Club a socialized club is incorrect, I withdraw the state- 
ment. I got that clue from the Secretary. 

The CuarrMan. You take care of the Cosmos Club. What I 
wanted to make clear on the record here is that we have two questions. 
We have the question first of the amount of steel which the Petroleum 
Administration for Defense receives from the Defense Production 
Administration and National Production Authority, and if that 
amount received from Defense Production Administration is not 
sufficient for the use of the Petroleum Administration for Defense, then 
of course there is a shortage there, and one of the primary purposes 
of this hearing is to determine how much steel Petroleum Administra- 
tion for Defense requires to do this whole job of increasing the produc- 
tion and delivery of the petroleum which everybody recognizes 
is necessary. 

And in the presentation of this case, 1 hope the Secretary will make 
clear how much more steel he feels he ought to have from Defense 
Production Administration than what he is receiving. 

Secretary CHAPMAN. Senator, let me, before the record gets too far 
removed from Senator Wherry’s question, answer on that Platte 
pipeline again. 

Senator Wuerry. But I agree with the observations made here by 
the Senator completely, so the record is not twisted. 

Secretary CHapMAN. That is the objective of this hearing, to find 
out how much we need and what we can acquire here. But in answer 
to your question on the Platte pipeline, let me make this explanation: 
We got 76,951 tons of steel in the third quarter. 

Senator Wuerry. For them? 

Secretary CHapMAN. For oil transportation. 

Senator Wuerry. I am talking about the Platte Co. 

Secretary CHapMANn. Wait a minute. For oil transportation. We 
allotted that 76,000 to eight pipelines they finished. ‘They completed 
eight pipelines with that 76,000 tons. 

The Platte pipeline requires 100,000 to complete all by itself, so we 
took the 76,000 tons and completed eight pipelines where we could get 
the oil into the refineries and thence into the consumers’ hands. 

Senator WHerry. You gave me that answer before. 

Secretary CHAPMAN. But don’t you think that has a higher priority 
use? 

Senator Wuerry. I was taking your evidence. You mentioned the 
two big fields. 

Secretary CHAPMAN. That is right. 

Senator Wuerry. Here you are getting 43,000 wells built with an 
assurance you will have the pipe for it. Yet you have 300,000 barrels 
of crude oil backed up daily in the Texas field. You have 100,000 
barrels backed up over in the Rocky Mountain area, and yet you are 
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not allotting 1 pound of pipe to get that pipeline built. They ought 
to get some percentage of the available tonnage. 

Secretary CuapMan. That is our continuing argument with Defense 
Production Administration. I am trying to show them in this record 
how badly we need more steel, but we used what they gave us to such 
an advantage that we have put oil into the refineries with this present 
76,000 tons. 

Senator Wuerry. I heard you say you did not think there was any 
pipeline that was more necessary than the Platte pipeline. 

Secretary CuapmMan. There isn’t, if you have enough pipe to finish it. 

Senator Wuerry. And I do not think there is a pipeline any more 
important than the Platte pipeline. Therefore, why didn't it get some 
part of the allocation? In the light of the statement that Mr. Rose 
made, National Production Authority has not allocated all of the 
third-quarter steel. What is the Department of the Interior, the 
claimant agency, doing now about getting that which is not yet 
allocated for pipelines, whether you put it into the Platte, or wherever 
you put it? 

Secretary CHapMAN. Steel for petroleum, I think, was allocated. 
I do not think he meant to imply that that had not been allocated. 

The CuatrmMan. Mr. Rose has his hand up. Let us have your 
statement. 

Mr. Rose. Just for the record again, while there was no allocation 
made for certain segments of the economy, allowance had to be made 
for them. That is, they had priority assistance that had been given 
them, and while no direct allocation was made to them, they had to 
have some steel to carry on. For example, steel expansion received no 
allocation, and it will not until the fourth quarter, but they could get 
steel. 

The CHatrMANn. Let me ask you this question, Mr. Rose: What 
weight do you give in your organization to the needs of the petroleum 
industry for steel, for tubular goods, and for line pipe? In other 
words, why is it that in the third quarter you did not allocate Petrole- 
um Administration for Defense the amount of pipe it requested, and 
why is it that in the fourth quarter, you are likewise not giving it the 
pipe it says it needs? 

Mr. Brown. They have not acted on it finally, as vet. 

Secretary CuapMan. The fourth quarter has not been acted upon 
yet. We are hoping they will give us enough to cover this Platte 
pipeline and this other line from Texas. That is the reason 1 am 
making such a strong plea for them here, to show how we used this 
other 76,000 tons on the line business to show how effectively it was 
used, so that when the next quarter comes up, they will give us enough 
to finish these other two lines. We will put this much oil in refineries 
if we can get it. 

The Cuarrman. Mr. Secretary, in order that I may make this clear 
with Mr. Rose while we have him here, my information was that you 
are requesting for the fourth quarter 2,200,000 tons. 

Your statement here today, however, indicates that you need 
2,385,000 tons for the fourth quarter, but you have tailored this 
alloc ‘ation, this request down by 250,000 tons to 2,135,000. 

Secretary CHapMaANn. That is right. 

The CuarrmMan. That means that although Petroleum Adminis- 
tration for Defense is of the opinion that the oil and gas industry 
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actually requires 2,385,000 tons of steel for the fourth quarter, you 
have been so impressed by the lack, the probable lack and possibility 
of getting that, that you have cut your request down to 2,135,000, 
and then you say, “This figure may be compared with the third 
quarter allotment actually made by Defense Production Adminis- 
tration in the amount of 1,583,800 tons.” 

The information which came to me was to the effect that the 
allocation to be anticipated from Defense Production Administration 
was considerably less than 2 million tons. I think I got that on 
pretty good authority. 

Mr. Brown. But we were more persuasive after that Senator. 

The CuarrmMan. Now how persuasive have you been? 

Secretary CoapmMan. We do not know until we see their figures. 

Mr. Brown. We have been this persuasive, that in the Iron and 
Steel Division of NPA, there is a Requirements Committee, the same 
as there is in every one of these structures— 

Senator Matone. Mr. Chairman, I suggest that since they have 
created so many boards and commissions with which to confuse the 
customer that they use the full name of such committees so we may 
know what they are talking about. 

Mr. Brown. The Iron and Steel Division of the National Produc- 
tion Authority is the one who has the responsibility for actually 
carrving out the decisions of the Defense Production Administration, 
in programing and planning the production of steel so it will come out 
in the right ghapes in the fourth quarter, and in each quarter, and there 
is a Requirements Committee in which there are representatives of 
the various defense agencies present. 

And as a result of Mr. Watts and his associates and their discussions 
with the Iron and Steel Division Requirements Committee, that com- 
mittee, as | understand it—Mr. Watts, will you please check me—is 
recommending to higher authority a much larger allotment than they 
first planned of a million and a half tons, about 2 million; is that not 
right? 

Mr. Warts. One million eight hundred sixty-two thousand. 

The CuarkMan. Well, 1,862,000 is still far below the 2,135,000 tons 
which the Petroleum Administration for Defense re cards as its mini- 
mum requirements. 

That leads me to the basic question which I think must be answered 
eventually by the Defense Production Administration, namely, why 
is it that the petroleum industry is being required to get along on less 
steel than the Petroleum Administration for Defense deems necessary, 
when the reports of the Department of Commerce on the shipments of 
iron and steel clearly indicate that the shipments for March 1951, the 
latest available, are all higher than in any month during the entire 
year of 1950. 

Now for pipes and tubes, the shipment in April 1950 amounted to 
743,000 tons. In March of this year, that had risen to 824,000. 
Plates in April of 1950 amounted to 438,000. In March 1951, they 
amounted to 681,000. Sheets, which is the largest type of steel ship- 
ped, amounted to 1,686,000, in April 1950. In March 1951, that had 
risen to 1,937,000. 

I shall put this entire table in the record, but it is clear that in every 
line of steel production, the record for March 1951 is far ahead of any 
month during the year 1950, and this upward trend continues. 

(The table above referred to follows:) 
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The CuHarrMan. It would seem upon the basis of the figures that 
are available to us, there is no reason why the petroleum industry 
should not receive the steel that is necessary, and that is particularly 
important to the people of the United States because it is clear that, 
in the condition of the petroleum industry throughout the world, if 
we do not get the steel necessary to produce and distribute the 
petroleum which is in the United States, the next step will be to face 
rationing for our people, which is the thing that we ought to avoid. 

Secretary CHAPMAN. Senator, that is w vhat I warned you about in 
the first part of my statement, and I want to say that we need 

2,135,000 tons to meet the requirements and the demands of the 
petroleum industry and of the people of this country. 

Senator ANDERSON. Will you settle for 1,863,000 tons then? 

Secretary CHAPMAN. If that is all I can get, I will have to, but we 
need more than that. 

Senator ANDERSON. Don’t you think you ought to come back and 
let some of us find out why they whittled you down? 

Secretary CHAPMAN. We need 2,135,000. Of course, if I have to 
take anything else, I will take it, but that is all, and I am still going 
to continue to press my demands on what we need. 

Senator Anperson. Mr. Secretary, | have not been critical of 
what you and your staff have been doing. I have been critical of 
what has happened after they have been doing their good work. 

Secretary CHapMAN. We will need 2,135,000 tons of steel, if we 
are going to meet the demands of this country, and keep the people 
from getting into rationing perhaps 8 to 10 months from now. We 
are going to have to meet that contingency if we do not watch our 
position right now. You cannot produce petroleum and steel over- 
night. 

lt takes time to develop a field and get the refinery producing, and 
even after you get the steel, it takes time to get the production into 
the hands of the consumer 

The CHairMan. Mr. Secretary, we have interrupted you with the 
presentation of your original paper, so I will ask you to return to 
that, if you will. 

Secretary Cuapman. All right, Senator; I have only a few more 
pages of this. 

Senator WuHerry. I wish you would answer these questions. Just 
glance at that and see if you cannot answer them. You probably 
covered it in your statement. Iam not sure, but I think it ought to 
be answered. 

Secretary CHapMAN. I can answer both of these, Senator, very 
clearly. Let me finish this. 

Senator WHerry. Yes. I thought maybe you could do it in your 
direct statement. 

Secretary CHAPMAN. It does not quite cover it in the direct state- 
ment, but I will answer these. 

(Senator Anderson assumed the chair.) 

Secretary CuapmMan. Thus far | walt discussed the steel require- 
ments of the domestic oil and gas industry mainly from the stand- 
point of the need for that 70 percent of the steel that must be used 
in the form of pipe. I must therefore emphasize that steel in other 
forms is just as important to the success of a balanced operation. 
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We have determined that the basic capacity of the country to 
produce refined petroleum products in refineries and natural-gasoline 
plants must be expanded by 1 million barrels per day before the end 
of 1953. This is necessary to supply the products that are estimated 
as needed by the civilian population and for defense mobilization. A 
world war would still further increase the demand. 

It is not enough to expand basic refining capacity. Additional 
crude oil must be produced or imported to stay in balance. Presently, 
the search for oil is limited by the supply of oil-country tubular goods. 
Based on the requests made of Petroleum Administration for Defense 
for materials, it is safe to say that many more wells would have been 
drilled in these past few months had pipe been available. 

Additional tankage must be erected to balance out above-ground 
inventories with increased demand. Products stored near the point 
of intended use are a most valuable asset in time of emergency. When 
products are thus stored the transportation otherwise necessary is 
stored with them. 

During this current third quarter of 1951, the supply of steel is so 
small that it is impossible to proceed full pace with the refinery- 
construction program. Actually, only about half of the steel neces- 
sary for that program is evailable. 

Natural gas moves only in pipelines, and pipelines cannot traverse 
the oceans. Practically speaking, our interest in gas is continental 
but not global. Only our neighbors, Canada end Mexico, can be 
interested in our gas supply and we in theirs. Oil, however, ean and 
does move in tank ships on the seven oceans, and from the defense 
mobilization standpoint our interest in oil is global. We cannot con- 
sider domestic petroleum without considering foreign petroleum. The 
fact that we use about a million barrels a day of imported petroleum 
is one illustration of this. The impending grave effects, all over the 
world, of a cessation of oil operations in [ran is another illustration 

American oil companies operating abroad and friendly foreign 
companies also need steel. Failure to supply it in sufficient quantities 
retards oil production just as surely as it does in this country. 

While Petroleum Administration for Defense has programing and 
operating responsibilities for defense mobilization in the field of foreign 
oil, it must share these with the Economic Cooperation Administra- 
tion, as to some countries, and with the Office of International Trade 
as to all countries insofar as the licensing of exports is concerned. 
The views of the State Department and of the Defense Department 
on foreign oil operations are highly important. Accordingly, the 
supply of steel for oil operations abroad—Canada is a special, similar 

case—is administered through an interagency committee composed of 
representatives of al! of the agencies previously mentioned, and of 
National Production Authority “and Defense Production Authori ity as 
well. The steel requirements of companies operating abroad are 
screened in accordance with the same standards used for domestic 
companies. 

I have mentioned the foreign materials situation partly to explain 
how such matters are handled. Mainly, however, I wish to make it 
clear that we cannot segregate the question of the supply of steel to 
domestic companies from the supply of steel for foreign companies 

any more than we can consider the domestic oil-supply situation 
separately from the foreign oil-supply situation. 
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During the present third quarter, steel allocations made from 
United States mills to the entire oil industry of the free nations 
totalled 1,808,910 tons. Three percent went to Canada and 11.6 
percent to other foreign countries. If Petroleum Administration for 
Defense’s recomme ‘ndations for the fourtb quarter are followed, 
total of 2,336,470 tons will be allotted, out of which about 2.2 percent 
will go to Canada and 6.28 percent to other foreign countries. 

From time to time concern is expressed over the shipment of oil 
country tubular goods to support oil production operations eee on 
the ground that such oil supplies as are developed may later be lost. 
Discussion of the principles involved is not a proper part of thie brief 
report on toe steel situation, but there has been such a widespread 
interest in this subject that I know you will be interested in this simple 
statistic. During the current quarter of 1951, authorization was 
given to export enough oil country tubular goods to drill 645 wells 
abroad. Five hundred and twelve of these wells are to be drilled tn the 
Western Hemisphere. Only 35 in the entire Middle East. 

In closing, | wish to express thanks for the interest your committee 
is showing in the steel supply situation and to pledge to you that the 
Petroleum Administration will make every effort to distribute the steel 
made available to it fairly and equitably, having due regard for the 
relative essentiality of various projects. It is important that the 
Congress and the public understand that oil and gas supply is de- 
pende nt on steel supply. 

Thank you, Mr. Chairman. 

Senator ANDERSON. Senator Malone, do you have some questions? 

Senator Mauone. | have a general statement that might be con- 
sidered a question. We seem to have three or four agencies represent 
ed here, all very important in this particular picture, but confusing 
as to coordinated authority. 

The Petroleum Administration for Defense seems to be the agency 
that estimates the amount of steel, among other things, that is neces- 
sary for the production and distribution of oil and gas; is that right? 

Secretary CHAPMAN. Yes. 

Senator MaLtonr. Now, then, we have another agency, Defense 
Production Administration. That is a planning agency and they are 
represented here, and they, I presume, plan and make recommenda- 
tions as to the amount of materials that would be allocated to all of the 
different activities, including the oil and gas production, and dis- 
tribution; is that correct? 

Secretary CHAPMAN. That is correct. 

Senator Matonr. Now, then, we have another, board, the National 
Production Authority, an administrative agency, that issues the final 
order on the use of such materials. They are not represented. In 
other words, after establishing yourself with both of these committees 
or commissions or administrations, then you go to the one that is not 
represented here to get the final permit for the material; is that true? 

Secretary CuoapMan. They have to follow the orders of the Defense 
Production Administration. That is represented here. 

Senator Matonz. In other words, the order may just as well be 
issued by the Defense Production Administration, because the Na- 
tional Production Authority, while technically the final authority is 
merely a rubber stamp for them? 
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Secretary CHapMAN. They have to do what the Authority orders 
them to do, 

Senator Matonr. Why have a National Production Authority 
then? 

Secretary CHapMAN. They cover so many other phases of this, 
other than just this problem. This is only one phase of their work. 

Senator Matong. Defense Production Administration covers all of 
it, does it not? 

Secretary CHapMaNn. Yes. As Mr. Brown says, they have in- 
dustry divisions just like Petroleum Administration itself has divisions 
within itself. 

Senator Matone. I understand that, but the Defense Production 
Administration is the paramount planning agency on programing. 

Secretary CHAPMAN. That is correct. 

Senator Matonn. And that covers the entire field. 

Secretary CHAPMAN. That is correct. 

Senator Matons. If it does cover the entire field, and if the Na- 
tional Production Authority must do as they say, why the National 
Production Authority? 

Secretary CuapMaAN. I think they need them. As Mr. Brown said, 
it is a practical business operation. 

Senator Matong. For the purpose of my question—I am simply 
trying to get this straightened out for myself and the committee—one 
agency of the Government handles the oil and gas production; the 
other handles the entire field, and receives the requests, I suppose, 
of the Petroleum Administration for Defense, and then yet another 
one must issue a permit. 

Mr. Chairman, I would just like to make this observation. We 
have been here through the entire morning, and the Secretary has 
made a very good statement, yet we are still confused as to final 
authority. 

Secretary CuoapMANn. Thank you. 

Senator Matonr. But if we are going to get any place would it 
not be a good idea for these three agencies to get together on what they 
consider the correct decision and then come back and make a state- 
ment, or are we supposed to settle the problem and the arguments 
between these three Boards? 

I would just like to get to the bottom of it, because we are all too 
busy to just listen to the Federal boards wrangle. We came to hear 
the Secretary, but where are we headed in the committee? What are 
we trying to do? 

Senator ANDERSON. We are trying to make sure that the country 
has sufficient supply of oil, I think, to protect us against the possibility 
that we may have difficulties elsewhere. 

Senator Matongr. There are some questions I would like to ask the 
Secretary regarding the supply of oil, but first I would like to clear up 
the confusion between numerous Federal boards. 

Would it not be better for these three or more agencies to get 
together on a decision and then come before the committee with their 
decision? 

Senator ANpERSON. I think that is all right. What I was going to 
say is, [ think it would be a whole lot simpler if they would get together 
and tell the committee why they turned down the request for 2,000,000 
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tons of steel, a full description of who needed it worse than the oil 
industry needed it. 

Senator Matone. Mr. Chairman, I think you are right. I think 
the chairman has a point there, but first I would like to find out if we 
are supposed to make these people work as one team, to make their 
decisions for them, or are they supposed to get together and tell us 
what they consider the proper thing to do. 

Senator AnpERson. I do not think we have authority to make them 
work as one team. 

Senator Matong. Then, should they not get together before they 
come here? 

Secretary CHAPMAN. I just have not been able to convince them. 
I am not a good salesman. 

Senator Martone. They all belong to the same administration. I 
do not believe they are likely to take my advice. 

Secretary CHAPMAN. You would be surprised how much help you 
could be in this. 

Senator ANpErRsON. I think it might be helpful if the Defense oe 
duction Administration would give a statement now as to why 
cut down the steel for oil country goods for the third quarter of 1951. 
Never mind what is going to happen in the future, what has happened 
in the past? 

They were trying to get pipe for a respectable number of wells, 
they were trying to complete some pipelines. We had testimony 
before the Senate Committee on Interior and Insular Affairs on 
March 7 and 8 in a very fine hearing on the use of fuels in which the 
president of the El Paso Natural Gas Co., who is also president of the 
Independent Natural Gas Association, made the statement that 
from the standpoint of the development of the industry transporta- 
tion, that the cheapest way of transporting heat was not by putting 
coal in a car or gas in the pipe lines, but putting oil in the pipe lines. 
Why did you cut the industry down? 

Mr. Roser. I could make a general statement, Senator, but I am 
afraid I cannot represent the Defense Production Administration on 
a broad question like that. 

Senator AnpERSON. Who could? That is what Senator Malone 
and I would like to get. Who is the fellow who could? 

Mr. Ross. Mr. Anshen or Mr. Gibson. 

Senator Matoner. Before we make this attempt, Mr. Chairman— 
and I see that is what it is going to be—the statement that I made of 
the relationship between these committees, was that a fair statement? 

Mr. Hopkins. No, sir, I do not think it was, because you seem to 
feel that DPA is a large organization comparable to PAD. 

Senator Mautonn. Let us use the names of these committees. I am 
not familiar with 30 or 40 of these creatures of the administration 
that have been created in the last few months. Let us just use the 
names of the committees now, or commissions, and get at it. 

Mr. Hopkins. We are talking about three agencies. 

Senator Matone. At least. Now, you define for the purpose of 
the record, and use the full name of the committee each time as to 
what each is supposed to do and who gets his order from whom. 

Mr. Hopxrns. I will start with the Petroleum Administration for 
Defense. Claims for steel based on a program of so many wells, so 
many miles of pipe and so forth—— 
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Senator Matonr. And that is the Petroleum Administration here 
in front of us. And they have made their request clear to you, I 
take it. 

Senator ANDERSON. May I interpose a question? 

Mr. Hopkins. They made it for the third quarter and for the fourth 
quarter. It comes to us. We screen it and make recommendations 
to the program adjustment committee. 

Senator Matonr. Whoisthat? ‘That is a new one. 

Mr. Rose. The program adjustment committee, the members 
of the program adjustment committee are representatives of each 
of the claiming agencies. 

Senator Matone. Are these interlocking directorates? Do you 
have the same men on several of these committees? I have a very 
limited time to listen, and I would like to understand how this intricate 
machinery operates. 

Mr. Rosse. There are two committees, the program adjustment 
committee, and the requirements committee. 

Senator MaLone. That is a new one that has just been interjected, 
Mr. Chairman. I have not until this moment heard about the 
Program Adjustment Committee. Will you explain about their 
operations? 

Mr. Rose. These two committees are manned by representatives 
of the claimant agencies. The claimant agencies are those, such as 
Petroleum Adjustment which covers petroleum and gas, the Depart- 
ment of Agriculture, which covers the requirements for agriculture and 
food production, the National Production Agency which covers the 
requirements for things like nuts and bolts for all of the things that we 
use for consumer durables. 

Senator MaLonre. Now, how do the nuts and bolts get into the 
oil business. 

Mr. Rost. So the National Production Authority takes care of 
their needs. 

Then there is - 

Senator Matone. It sort of overlaps? 

Mr. Rosr. You cannot, I do not think, put that in any one bundle. 

Then there is the Department of the Interior, itself, which covers its 
agency functions, such as the Indian affairs, and the Insular Affairs. 
There are about 25 members on the committee. 

Senator Matong. On which committee? 

Mr. Roser. On the Program Adjustment Committee and on the 
Requirements Committee. 

Senator MaLone. What does the Program Adjustment Committee 
do? Does it take all of these recommendations and try to coordinate 
them? 

Mr. Ross. That is the purpose. Our request for steel in the third 
quarter totaled nearly 26,500,000 tons, as compared with 20 million 
of supply. Something had to be done to bring them into balance. 
There were 6 million tons less than the requests. The requirements 
were brought about before the Adjustment Committee and each 
request was discussed and it had to be reduced, some more than others. 
When the Program Adjustment Committee has talked things over, 
it recommends to the Requirements Committee 

Senator Martone. There are 25 members of this committee? 

Mr. Rosr. That is right. 
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Senator Martone. Do they all meet at one time, the principal 
members of the committee meet and discuss these matters or do they 
send proxies? 

Mr. Rose. That is right, they are in session now. They have 
been in session for the last 2 days. 

Senator Matonre. Who are the members of this important and 
indispensable committee? Who appoints them? 

Senator ANpERSON. Would you file with the Secretary the names 
of the people on this Program Adjustment Committee subsequently 
so that it can be included in the record at this point? 

(The information above referred to appears in attachment A of the 
appendixes. ) 

Senator AnpERsON. [ am trying to find out who on that com- 
mittee 

Senator Matong. Mr. Chairman, I know we are on the same track. 
I do not blame some of my constituents for getting a little confused 
when after about the third week of tramping from one of these com- 
mittees to the other they not only do not have any idea as to which 
committee has the final decision, but they have no idea of the num- 
ber of committees to which the ball can be passed in conducting the 
hidden-ball trick. 

Mr. Rost. The Chairman of the Requirements Committee has 
the final decision to make. 

Senator AnpERsSON. Who is the chairman of the Requirements 
Committee? 

Mr. Rosse. Mr. Melvin Anshen. He also is Deputy Administra- 
tor for the Defense Production Administration. 

Senator MaLonr. Would it not be a good idea to have a man like 
that that could make a final decision come before the committee? 

Senator AnprERSON. I think we have the top people from the 
Department of the Interior and the Petroleum Administration for 
Defense, but we do not have the policy-making person from those 
committees. What I want to find is who there is over there that 
knows more about what the oil country needs in oil-country goods 
than Bruce Brown. After he had had all his e xperts go through it, 
then it is submitted to 25 people, 1 of whom is a representative of 
Agriculture and so forth and they decide what Bruce Brown ought 
to know about it if he was as smart as they were, and J would just 
like to get the color of the man’s hair. 

Senator Matone. I suggest we have him here tomorrow morning, 
if he is the final word—since we seem to be wasting our time as it is. 

Senator Butter. Could we have, Mr. Chairman, along with the 
other details that you asked for about the members of the Program 
Adjustme nt Committee, a list of the members of the Requirements 
Committee along with the name of the chairman? 

(Attachment A of the appendixes contains a list of the members 
of the Requirements Committee.) 

Senator ANpERSON. Who is the chairman of the Requirements 
Committee? 

Mr. Rosr. Melvin Anshen. 

Senator ANpERSON. Who is the chairman of the program 

Mr. Ross. Jack Seanlen. 

Senator ANDERSON. Who is he? 
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Mr. Ross. He is Deputy Chief of Program and Requirements 
Division in the Defense Production Administration. 

Senator Matone. Mr. Chairman, I would like to make a suggestion. 

Senator ANDERSON. One second. If you are with that shop, could 
we get a statement of his industrial background and so forth? 

(Attachment A of the appendixes contains the biographical ma- 
terial requested.) 

Mr. Ross. He is detailed here from the Bell Telephone Co. 

Senator ANpERSON. I assume he is a very fine person as Mr. Brown 
is but if he lacks oil experience, it is difficult. 

Senator Matonn. Mr. Chairman, I suggest to this committee, as 
a matter of fact, I move—— 

Senator ANpreRson. I do not think we have enough of a quorum 
for you to move. We had better do it by unanimous consent. 

Senator Matone. At least I suggest that someone capable of doing 
this job list all of the committees and commissions and administrators 
that have anything to do with the allocation of materials, that they 
list them in order so we can understand which committee is para- 
mount, what committee does certain types of work, makes certain 
recommendations just as the Petroleum Administration for Defense 
determines the amount of steel they think is necessary for the petro- 
leum and gas industry, and that we once and for all, Mr. Chairman, 
get all of these committees together so we can have the list in front 
of us, and we will know then how much authority the man has who is 
doing the talking and who has the final say, and the step-by-step 
progress of a project, where a consumer would have to go in order to 
get his allocation finally approved. That would be very helpful 
to me, and also to the people of my State of Nevada who are wondering 
what has happened to their applications. 

(The lists requested were furnished subsequently and appear in the 
appendixes. ) 

Senator ANpERSON. I think the suggestion has some real merit, 
and when we do meet tomorrow—we are trying to check now to see 
if we can—if we meet tomorrow I suggest, Mr. Brown, that you 
bring those agencies with whom you have to deal after you have 
made up your list of requirements. 

I have tried to say that I think most people have a tremendous 
amount of confidence in Mr. Brown’s experience and in his ability 
to run this position that he occupies, and we are very fortunate, I 
think, that he has been willing to sacrifice himself in coming here 
for it, but who do you have to go to next? 

This is the programing committee you go to and then the require- 
ments committee you go to. 

Mr. Brown. Could I speak to the subject, Senator, or do you want 
to save it for tomorrow? 

Senator ANpERsoN. Yes; but I still think Senator Malone is en- 
titled to have the list we are talking about. Yes; go ahead, Mr. 
Brown. 

Mr. Brown. Certainly they can file a directory of all these things, 
but I am afraid we have gotten off into too much detail for a clear 
understanding. Let us start all over again. At the top of this 
defense mobilization effort, aside from Mr. Wilson himself and his 
immediate staff, there is this Defense Production Administration. 
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Senator Buriter. Headed bv Mr. Fleischmann. 

Mr. Brown. Currently by Mr. Fleischmann; ves. 

Now the Defense Production Administration job, insofar as we 
have been talking about this morning, is to decide how to divide up 
the materials of the economy in the interests of defense mobilization, 
and their decisions are final. 

I want to come back to them in a minute, but first I want to talk 
about the National Production Authority which was not well treated 
here. The National Production Authority is the operating agency 
of defense mobilization. 

They have a bunch of people who are experts on iron, steel, copper, 
aluminum, jute, paper, fiber, and all those things. Manly Fleisch- 
mann is chairman of both. I want to come back now. 

Calling a spade a spade, the National Production Authority, which 
is the administrative agency that dishes out materials to the petro- 
leum industry, power industry, minerals, and agriculture, is not in 
this discussion because the decisions as to how the products are to 
be divided are made by the Defense Production Administration and 
it issues directives to the National Production Authority. It issued 
one in the third quarter. It said, ‘““Make so much steel available to 
the oil and gas industry,” and it was done. 

Senator ANpERSON. There is no point in having them here. 

Mr. Brown. There is no maze of confusion between what we want 
and what we get. They do not egree with us. These committees 
are patterned after World War II in the War Production Board. 

Senator Matone. Of course the World War II set-up was the worst 
in the world, and probably the most confused. 

Mr. Brown. In order to brief the defense mobilization committees 
and keep them informed, they have all kinds of levels of committees, 
but the decisions are always made by the chairmen, and the chairmen 
are men in the Defense Production Administration. 

The top man who makes the final decision and has the hard job of 
dividing up the steel among freight cars, automobiles, refrigerators, 
and oil, is currently Mr. Anshen. He isin the second level of the De- 
fense Production Administration. He is not here. He has a com- 
mittee of advisers. I am one of his advisers. 

Senator Matone. Let us get him here in the morning or at the next 
meeting, Mr. Chairman. 

Senator ANDERSON. We will try to have him here tomorrow. We 
are going to try to find out now if we can meet in this room tomorrow. 
It depends on whether Senator O’Mahoney needs it for another 
meeting, but what we are anxious to find out—and I think the only 
way we can find it out is by talking to this man. When he starts to 
shrink down from 26 to 20, does he take into consideration—maybe 
the staff can answer this question—what these claimants used 
previously? 

In other words, here is the oil industry that is tremendously im- 
portant and gets cut to 67 percent of what its usage is, and a letter 
came in to me just a short time ago from a man who claims that he 
was offered 20 percent of the oil-country goods that he used last year, 
and he does not understand why he is cut to 20 percent. 
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How do you explain that to somebody with reference to the oil 
industry compared to these other people who have rushed in and 
said, ‘‘We need lots more steel for our operations’? We were up, as 
Senator O'Mahoney pointed out, in every one of these categories. 

That being true, when you take out the amount required for defense, 
the rest of it ought to be divided up fairly evenly among the other 
claimants, had it not? 

Mr. Rose. Senator, I can say this: That the rate of capital forma- 
tion, the rate of industrial expansion that is going on today is probably 
the highest in history, and the take for these heavy-metal products 
is tremendous and they are competing in demands. 

Senator AnperRson. Do you think they are all equally important 
with oil or more important? 

Mr. Rozz. I know that some programs were cut more than others. 

Senator ANpEeRsoN. I know that, but [ mean do you evaluate the 
slot machine against the oil rig?) That is a bad phrase, but there are 
slot machines still being made. 

Mr. Rose. I think in addition, Senator, the imbalance in certain 
products is even worse than the total would indicate. I know that 
the requirements for plate are heavier than the requirements for sheet 
steel relatively. 

Senator ANDERSON. But Mr. Brown pointed out a minute ago that 
you could change that if you did not roll as much thin plate and 
rolled a little more of the thicker type that might be useful. 

Mr. Ross. We were trying to avoid as muc +h control as possible in 
the third quarter. 

Senator ANDERSON. Of course it is simpler to avoid the control, but 
suppose they need the oil-country goods. 

Mr. Rose. In the fourth quarter we are going into complete alloca- 
tion and there is an increase for the oil industry. 

Senator AnpERSON. They need 2,385,000, and you will give them 
1,862,000, which is down 500,000 tons, at a time when the Abadan 
refinery might close. 

Does your group visualize what would happen in gasoline in this 
country if the Abadan refinery closed? How long would we stay out 
of gasoline rationing? 

Mr. Rose. I prefer to have Mr. Anshen answer that. 

Senator ANDERSON. I would prefer to have him answer it too, 
because he probably would have to say a rather short period. 

Senator Burter. Mr. Chairman, in connection with others who may 
be present, I hope someone will be able to answer the question why we 
have not given the go sign to the C. F. & 1. who have wanted to extend 
their plate-making facilities. 

Senator ANDERSON. Senator Malone objects to the use of initials. 
That is Colorado Fuel & Iron of Colorado. 

Senator Burier. | would like to have somebody here in connection 
with the control of this industry give us an answer to that question. 
They could make that right out in the country where a lot of this steel 
is needed. 

Mr. Ross. I cannot answer that specifically. I will ask for infor- 
mation to be submitted to you. 

(Information with respect to the status of a loan applied for by the 
Colorado Fuel & Lron Corp. appears in the appendixes.) 
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Senator Butter. That is one of the questions I would like to have 
answered. 

Senator ANpErson. I think that the statement made by the Secre- 
tary of the Interior a moment ago in answer to the question put to him 
by Senator Wherry was an important answer. He said that they had 
allotted this steel to complete pipelines so this oil would quickly get 
to the refineries, and | commend the decision to do it that way even 
if it does hurt in a certain spot. We have been trying to get a pipeline 
that picks up oil from Texas and New Mexico where there is a great 
surplus of it, but Ido think that somebody has to assume the responsi- 
bility, unpleasant as it may be, and try to put this steel where it quickly 
completes something instead of having patchwork with no pipeline 
getting completed. I am glad that the decision has been made that 
these things will be done on the basis of actual completions. On that 
basis certainly the Platte pipeline is going to get completed pretty 
quickly. 

Senator Matong. Mr. Chairman, may I ask the Secretary another 
question? As I understood your testimony here earlier this year and 
also today, Mr. Secretary, there is no shortage of oil in this country if 
we could get the steel to bring the oil production to where it could be 
refined and had the refining capacity. 

Secretary CHapMan. | think that is correct. 

Senator Mautone. If that is true, then | would like to ask a few 
other questions, and if you do not have the answers, perhaps we 
could get them for the record. 

Secretary CHAPMAN. Let us take a shot at them. 

Senator Matone. The first is how much steel has been exported 
under the ECA and the Marshall plan programs in the last, say, 
2 years by vear? And how much is estimated for the next year? 

Secretary CuapMan. I do not have that. I will have to get that 
from the Commerce Department on the export license. 

Senator Martone. Could you get it for us? 

Secretary CHAPMAN. Yes; we can get that. 

(The information requested was subseque ntly supplied as follows:) 

The Economie Cooperation Administration at the request of the Department 
of Interior submits the following information on the amount of money authorized 
for the purchase of iron and steel mill materials: 

During the fiscal year 1951 (July 1950 through June 1951), the Economie 
Cooperation Administration authorized Marshall plan countries in Europe to use 
$28,800,000 in ECA dollars for purchases of iron and steel mill materials, steel 
mill products and ferro-alloys. This figure represented a sharp drop from the 
prev ious fiscal year, 1950, when the dollar total was $86,400,000 

These figures represent authorizations under EC A’s commodity code No. 660 
iron and steel mill materials, steel mill products, and ferro-alloys—which ineludes 
a wide range of steel products. There are 20 different subcommodity groups 
within the No. 660 code, ranging from pig iron and ferro-alloys to bars and rods; 
structural shapes; steel tubes, pipe and fittings; steel castings and forgings; 
and fabricated steel products. Equipment and products for the petroleum 
industry could fall into any one of these 20 subeommodity groups, but it is esti- 
mated that only a very small percentage of the ECA dollar financing was for 
Western European petroleum industry needs for steel ae 

ECA said that steel that has been used for the Western European pe troleum 
industry as such has generally been shipped in the form of finish .d products for 
use in exploration and refining. 

Under United States allocations of unassembled steel products for the Western 
European petroleum industry for the present calendar quarter, less than 900 tons 
will be shipped to Marshall! plan countries. The tonnage will be paid for by the 
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European countries with their own dollars as well as, in some cases, with ECA 
financing. These allocations include: for oil country tubular goods (tubing, casing, 
and drill pipe), 653 tons; plates hot-rolled, 2 tons; plates, cold-rolled, 4.2 tons; 
sheets cold-rolled, 212 tons; coils, spring wire, 27 tons; line pipe and other pipe, 
135 tons; carbon steel plates, hot-rolled, 6 tons; electric welding rods and wire, 
20.5 tons; wire nails, 1.1 tons; other nails, 0.8 tons; and bolts, machinery screws, 
etc., 10.1 tons. This makes a total of 861.9 tons. 

Senator Matonge. And how much has been exported for the con- 
struction of steel facilities and for other purposes in foreign counties 
during the past two years through the Export-Import Bank and World 
Bank loans like for instance the steel plants in Colombia and Chile 
that are under construction now? 

Secretary CHapMAN. That would all be controlled by the export 
licenses of the Commerce Department which is the central place that 
you can get that information. I will get all that. 

Senator Matone. Since it is all steel, what I am getting at is that 
the answers to the two questions would add up to the amount of steel 
that has been exported to foreign countries during the past 2 years 
and in general what it was for. 

We all know that there are large steel plants under construction in 
Colombia, in Chile and other foreign countries. There are steel 
plants under construction in many other countries. How much has it 
amounted to in these two categories in the last 2 years and what is 
planned for the next year? All that would come out of the steel 
supply that we are manufacturing here, would it not? 

Mr. Brown. Some of it is imported, of course, right along. We are 
also importing steel. 

Senator MaLoneg. Give us the imports of steel. In other words, you 
come here and quote figures. First it is 108 or 118 million tons and 
then it actually scales down to 80 or 85 million tons of usable steel. 
Now if it develops that we import 10 million tons or some considerable 
amount, shouldn’t we know something about the effect of such im- 
ports? Should we have the entire picture? 

Secretary CHapman. I think we can get you most of those figures 
We can get that from the Commerce Department. They are available 
there. 

(The information requested was subsequently supplied as follows:) 
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Expor!-Impori Bank 





| | | 
Credit | : : Credits Authorized Balance Amount 
Country No. | Purpose date amount not yet disbursed 
| disbursed 
————— moe ees " pees — = es ee = ——— — 
For the period | | 
July - Decem- 
ber 1949: | | 
Chile | 374 | Steel mill equip- | Sept. 11, 1945 |$48, 000, 000. 00/$10, 000, 000. 00 $38, 000, 000. 00 
ment. 
Mexico... ....} 323..../. do | Apr. 10,1942 | 8,000,000. 00)___- 7, 500, 000. 00 
Do 366 Electrical equip- | May 16, 1945 | 800, 000. 00 400, 000. 00 400, 000. 00 
ment 
Italy.........| 417-H_| Steel mills Oct. 23,1947 | 9,000, 000. 00 783, 483.37) 8, 216, 516. 63 
Do AEE icc Din aay co 2 ach 3, 634, 661.00} 637,171.61) 2,997, 489. 43 
Do.......| 417-L es pa 1, 000, 000. 00) - 1, 000, 000. 00 
Do ..| 417-M.)|_....do do 1, 300, 000 00 300,000.00 1, 000, 000. 00 
Do._.....| 417-N_}.....do =e 3, 000, 000. 00 489,942 52 2,510,057. 48 
Liberia ..| 460 Iron ore produc- | Apr. 27, 1949 4, 000, 000. 00 400, 000, 000. 00. 
tion. 
January - June | 
1950: 
Brazil 269 Steel mill equip- | June 19, 1940 | 10, 253, 293. 28) _- 10, 253, 293. 28 
ment. 
Do. 269 do do 34, 746, 706. 72 34, 746, 706. 28 
Chile 374 do Sept. 11, 1945 | 48, 000,000.00) 4, 000,000.00 44, 000, 000. 00 
Mexico -| 323 do Apr. 10, 1942 8, 000, 000. 00 7, 500, 000. 00 
Do 366 Electrical equip- | May 16, 1945 800, 000. 00 600, 000. 00 
| ment. 
Italy ! 417-H 
to 
417-N 
Liberia ! 460 
July - December 
1950: 
Brazil 2 Pee. Soke | : 
Do. 481 Steel mill equip- | July 20, 1950 | 25,000, 000.00) 25, 000, 000. 00 _- 
| ment. 
Chile * 374 | 
Mexico 3 323 | : ood : 
Turkey 407-U | Structural steel | Sept. 28, 1950 681, 563. 00 681, 563. 00 
Italy * 417-H | : 
to | 
417-N. | | | 
Liberia 3____.| 460 i | | 


' See July~December 1949 report. 
? See January-June 1950 report. 
3 See previous reports. 


In addition, the Export-Import Bank furnished this information not incorpo- 
rated in its report for 1951. 

In a release dated March 22, 1951, the bank announced that among the projects 
which the bank had previously financed was an integrated steel mill in Chile. 

New credits during the 6-month period ending December 31, 1950, included a 
loan of $25 million to assist in the expansion of the steel mill at Volta Redonda, 
Brazil. 

On June 7, 1951, the bank announced that it had authorized a credit of 
$5,000,000 for the purpose of financing expansion of the steel mill at Altos Hornos 
de Mexico, Mexico. 

The information pertaining to Export-Import Bank credits has been extracted 
from the semi-annual report of the institution. Information is listed only where 


the report shows that the credit was authorized for steel mill equipment or ex- 
pansion, 





WESTERN EvROPEAN STEEL Faciuities FINANCED BY INTERNATIONAL BANK 
Loans, JuLty 24, 1951! 


\ total of $28,600,600 of International Bank loan proceeds have been used to 
aid in the reconstruction and modernization of steel capacity in France, Belgium, 
and Luxemburg. Five new steel plants are involved and all of them have reached 
the productive stage. The purpose of the bank’s loans was to finance the pur- 
chase in the United States of the equipment necessary for these plants. 


1 This information prepared by the Washington office of the International Bank. 
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France used about $10,800,000, out of a $250 million loan made by the bank in 
1947, for reconstruction and expansion of her steel industry. Part of the funds 
have been used to purchase equipment for the first modern continuous hot-strip 
rolling mill on the Continent. The new mill, which is located at Denain, near the 
Belgian border, employs the same continuous production process used by steel 
plants in the United States. Production began at Denain on December 31, 1950, 
but the mill is not expected to be in full operation before the end of 1951. 

Normal production in the first stage at Denain should aggregate between 600,000 
and 700,000 tons a year. Later, capacity should move up to 800,000 tons, while 
on a three shift basis it may be stepped up to | million tons annually. 

A continuous cold rolling mill, for which a part of the equipment costs were met 
with bank loan funds, was completed at Montataire, France, in January 1950. 
It has been in regular production for more than a year, and has a capacity of 
250,000 tons of cold-rolled thin steel sheets annually. 

In February 1949, the International Bank made a loan of $16 million to Belgium, 
and two privately owned steel companies in that country have benefited from the 
loan. A total of $5,800,000 was used to purchase and import from the United 
States equipment for a blooming mill for 8. A. d’Ougree Marihaye, the second 
largest steel producer in Belgium. This mill has been in full operation for over a 
year and is producing at an annual rate of 900,000 tons. 

A cold rolling mill of which equipment costing $4,500,000 was financed by the 
bank has been complete d and in operation at Tilleur, Belgium, since June 1950. 
It is operated by Compagnie des Fers Blanes et Toles a Froid (Ferblatil), a sub- 
sidiary of 8. A. John Cockerill, the largest steel company in Belgium. The tinning 
line at this plant started operation on March 15, 1951. It produces high-quality 
tin plate and is the only tinning line in continental Europe using the electrolytic 
tin-plating process. Capacity of the Tilleur plant is 24,000 tons of cold-rolled 
sheets and 60,000 tons of tin plate a year. 

The remaining $5,700,000 of the Belgian loan has been used to meet the costs 
of equipment for a power plant in the Liege industrial district with a capacity of 
100,000 kilowatts. The first turbine of this plant was started on May 21, 1951, 
and the second should be in operation by September, while by the end of the 
current vear the plant will be operating at full capacity. This power plant, which 
is located at Awirs, is operated by the Union des Centrales Electriques de Liege- 
Namur-Luxemburg (Linalux). It will be interconnected with large industrial 
producers of the region, and will supply, among other plants, electric power to 
the new steel and tin-plating mill at Tilleur. 

The Grand Duchy of Luxemburg used $7,500,000 of a $12,000,000 International 

Sank loan to defray part of the cost of equipping a hot-strip and cold rolling mill 

at Dudelance. Both mills have been in operation since last spring. The annual 
capacity of the hot mill is 400,000 tons and that of the cold mill 180,000 tons. 
Until additional steel-producing facilities are completed, however, it is not ex- 
pected that these two mills will operate at full capacity. 


Senator ANDERSON. If we have a session tomorrow—the clerk 
trying to find out now. I do not think, Mr. Secretary, it would be 
essential for you to return, but I do think that Mr. Brown—— 

Secretary CHapmMan. Mr. Brown will be here with members of his 
staff. 

Senator ANpERsoN. They have appointments too. So far as you 
know, Mr. Brown, would it be possible for you to be here tomorrow? 

Mr. Brown. I am supposed to speak to some oil jobbers someplace 
else, but I will be here if you want me. 

Senator ANpERSON. We may not be able to use this room. Let 
me ask \ou a question, Mr. Brown, about the number of wells. You 
have down here that you are working on a program designed for 
drilling 43,400 wells. “How does that compare with the number 
drilled in 1950? 

Mr. Brown. Slightly larger, sir. 

Senator ANDERSON. How does it compare with 1949? 

Secretary CHAPMAN. It varies a few hundred if I remember those 
figures. 

Mr. Brown. How many wells were drilled in 1949, Mr. Lawton? 
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Mr. Lawton. About 38,000 or 39,000. 
Mr. Brown. Then it is up about 10 percent. 

Senator ANpERSON. Therefore there should be enough steel to take 
care of the normal drilling program and some better than that. Is 
437,000 tons enough for that program? 

Mr. Brown. It is enough for 43,400 wells. There are people who 
wanted to drill 52,000 welis in this country if we had had the pipe. 
We just do not have it. 

Secretary CHapMAN. But this many will keep up your normal 
supply to meet the demand there. 

Senator Martone. Mr. Chairman, I would like to ask Mr. Brown 
another question for clarification. He left me a little confused as to 
the standing of priorities for tubular steel issued by his committee. 

He takes for granted—I think you so indicated, Mr. Brown—that 
the tubular steel is made up fabricated in accordance with these 
priorities, and that it is available, and that you grant permits up to 
the total amount fabricated assuming that the permittee will be able 
to locate it. Do you specify the sizes of pipe to the plants engaged 
in such fabrication? 

Mr. Brown. Do we direct the mills to make the right sizes? Not 
formally, although as we go along here and get more experienced, we 
are having more influence on them and they are moving to the right 
sizes to get the maximum amount of pipe. 

Senator MaLtone. You suggest the sizes and amounts? 

Mr. Brown. Oh, yes, suggestions. 

Senator Matone. But you have no control? 

Mr. Brown. No; but I would not say that they have been unwilling 
to follow our suggestions. 

Senator Matone. Do you know where each particular lot of this 
pipe is made? 

Mr. Brown. My people do. I could not relate it to you, but I 
have people here who can. 

Senator Matone. |, of course, mean your organization. You 
know who is making it and how much they are making of each of the 
sizes. 

Secretary CHapMAN. Right. 

Senator Martone. Is the price fixed on the completed steel? 

Mr. Brown. Yes. 

Senator Matone. And any violation of the price would be a black- 
market set-up? 

Mr. Brown. Yes. 

Senator Matone. Then you do keep enough of a record to know 
where the sizes are made and where they are available and the list 
purchase price, so that you can check such deliveries? 

Mr. Brown. We are learning more every week about it. 

Senator Manone. I received the impression from your previous 
statement’ that you had very little idea as to where this plate was 
available because, as Senator Anderson suggested, you merely gave a 
permit to someone which amounted in essence to a hunting license. 

Mr. Brown. They have to sell it to him. 

Senator Matonre. They cannot refuse to sell it to him? 

Mr. Brown. No, not if there is a priority. 

Senator Matone. Can they select the priority they may accept? 
Mr. Brown. No; first come, first served. 
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Secretary CuHapmMANn. First priority that is filed gets the first service? 

Mr. Brown. All priorities are treated alike. If you have 10 
people that have the priority piece of paper, the fellow that gets to 
the mill first of course gets the firstattention. 

Senator Matone. Couldn’t there be collusion between the mill 
and certain permittees? 

Mr. Brown. There might be some dragging of the feet, but the 
fact remains that it would be a violation of the law if they sell pipe 
for which there was not a priority. 

Senator MaLone. I mean suppose you issue priorities that add up 
on paper to the amount of tubular steel that should have beep manu- 
factured. Then could there not be collusion between any steel mill 
and any special permittee? In other words, he could say they were 
saving the steel for permits already filed whether it were true or not. 

Mr. Brown. He is violating the law if he does not honor the 
priority 

Senator Matone. He would honor the priority, but he could say 
he received any certain permit first if he so desired 

Mr. Brown.. Oh, yes; I suppose he could. 

Senator Martone. In other words, we have cases in foreign trade 
where they give you permits to import but then refused exchange to 
pay for it, and on the other hand they may give you the necessary 
exchange and no permits, so finally you end up behind the eight ball 
in any case. We are continually receiving complaints that permits 
are being juggled in this manner. It is very confusing. New depart- 
ments are created too fast even for a Senator to keep “abreast of them 
let alone a consumer out 3,000 miles away. They come here and 
stay a month or more—the hotels are full of them—and do not even 
know the status of the application in one committee—then when 
they receive a permit they run into a stone wall with a second or third 
committee. It is difficult to understand how anyone can memorize 
the different commissions and administrators, without trying to under- 
stand their intricate inside negotiations or the maze of decisions nec- 
essary to actually finally get the material. 

Shall we meet tomorrow, Mr. Chairman? 

Senator ANDERSON. When Miss McSherr y returns we will find out. 
Do you have some statements that you would like to make here with 
reference to the Defense Production Administration part of this? 

Mr. Rosg. No, sir. 

Mr. Hopkins. I would just like to say in regard to your figure of 
437,000 tons, that I do not personally agree with it. 

Senator ANDERSON. You do not personally agree with it? 

Mr. Hopkins. No, sir. 

Senator ANDERSON. In what way? 

Mr. Hopkins. There seems to be a feeling here that DPA should 
be a rubber-stamp outfit for whatever PAD claims. 

Senator ANDERSON. Oh, no; nothing at all like that. How did you 
get that impression? Were you listening to what we were talking 
about? We were asking what reason you gave when vou turned 
them down. Isn’t that different from bei ing a rubber stamp? What 
reason did you give in the allocation for giving them less and some- 
body else more? 

Mr. Hopxtns. Those reasons are in my staff report which is in 
Defense Production Administration. 
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Senator ANDERSON. Does that involve rubber stamping? We did 
not suggest you had to be a rubber-stamp agency. By the same 
token we think there ought to be a sound reason why the oil industry 
is cut down. I realize that requests came up to 26 million and you 
only had 20 million. 

We would like to know how you divided it up and the sort of rules 
that you got to make that division. Is that an unreasonable request 
on the part of the Congress? 

Mr. Hopkins. The oil staff of Defense Production Administration 
is composed of two people, and we really cannot do any more than 
hit the high spots. 

Senator ANDERSON. But you screened Mr. Brown’s request? Who 
screened it? 

Mr. Hopkins. I screened it, we screened it, the oil staff. 

Senator ANperRson. Tell us how you screened it then. What test 
did you put to it? 

Mr. Hopxins. We used the available statistics of the Lron and Steel 
Institute. 

Senator ANDERSON. No, no; this is his request for material. You 
are screening what he is asking for as you start reducing everybody 
proportionately. What test did you apply? 

Mr. Hopxtns. We are screening the claims of Petroleum Adminis- 
tration for Defense the best we can. 

Senator ANDERSON. Screening does not mean shrinking, does it? 
Sereening means you are going through to determine the validity of 
what he is asking for. What test did you put to that? 

Mr. Hopkins. We put it through the test of using the available 
statistics, the amount of oil country tubular goods used per thousand 
feet. the same as they did, and we came up with a lower figure. 

Senator ANDERSON. Did you submit that figure to Mr. Brown and 
show him how you had found out that he had the wrong figure? 

Mr. Hopkins. That was in our staff report to Defense Production 
Administration. 

Senator ANpERSON. What was the figure that you came up with? 
You said you came up with a lower figure. What figure did you come 
up with? But you know it was lower. How much lower? 

Mr. Hopkins. It is being considered now by the Program Adjust- 
ment Committee. I do not know if I feel free to give it. 

Senator ANDERSON. Why did you open the subject up then? You 
said you came up with a lower figure. Now that is either secret or 
it is not. 

Mr. Hopkins. It seems to me that the feeling around here was 
that Defense Production Administration should just be a 

Senator ANpeRsoN. You could help dispel that feeling if you 
would speak frankly, maybe. 

Mr. Hopkins. I cannot at this time. It is being considered by the 
Program Adjustment Committee. 

Senator ANpERSON. The third quarter is not now being considered 
by them. Thatisover,isitnot? The third quarter has been handled 
has it not?) You gave them 1,500,000. Now, Mr. Brown submitted 
some figures for the third quarter, did he not? Did you screen those? 

Mr. Hopkins. I did not give him 1,500,000. 

Senator ANDERSON. I know, but somebody did, didn’t they? 
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Mr. Hopkins. I think it was 1,593,000, to be correct. 

Senator ANDERSON. Well, we can go back to the original testimony. 
Secretary Chapman said it was 1,583,800. Is there any question as 
to the figures introduced by the Secretary of the Interior? Do you 
challenge the figures? 

Mr. Hopkins. No. 

Senator ANDERSON. Did he ask for more than that? 

Mr. Horxrns. I believe he did. 

Senator ANpERSON. Did you screen it? 

Mr. Hopkins. Yes. 

Senator ANDERSON. How did you screen it? 

Mr. Hopkins. As best we could. 

Senator ANDERSON. What did you do to it? You calculated that 
he did pot need the amount for the oil country goods? 

Mr. Hopkins. | was telling you we estimated the program. In the 
first place we took PAD’s figure of total footage to be drilled. We 
accepted that and we translated that into oil country tubular goods 
required, and that was our figure. 

Senator ANpERsoN. Your figure was below his then. 

Mr. Hopkins. A little bit; yes. 

Senator ANpERSON. Now, Mr. Brown, did your staff check your 
footage and see whether you had the right amount required or not? 

Mr. Brown. Yes; Senator, but anyway the third quarter allot- 
ments were not made by Mr. Hopkins. They were made by Mr. 
Wampler on the basis of what he thought was 85 percent of what the 
1950 usage had been, and I do not think the staff reports were con- 
sidered anyway. We have yet to see what happens in the fourth 
quarter. 

Mr. Hopkins is analyzing these figures for Defense Production 
Administration. That is his job, but the decision that was made, 
and |! know because | was there when it was made, was made with a 
broad brush. There was 26 million demand and 20 million supply, 
and then they cut down everything to get to 20 million. What they 
thought they were doing was giving heavy industry generally 85 percent 
of what they had used in the first quarter of 1950. That amounted 
to the figures in the Secretary’s statement as far as oil was concerned, 
and it was done that way. We might as well be frank about it. 

Senator Anperson. I think that is a very helpful statement because 
if that is what screening consists of, I can screen. 

Mr. Brown. For the future the *y may screen, but the third quarter 

screening was made just at a table like this. 

Senator Matone. Like the story of how the price of gold was ar- 
rived at. Mr. Chairman, one more question. The Secretary of the 
Interior has had a little rest. It is understood generally that there 
has been a cut-back in the production of oil in Texas from existing 
wells, that the production is being held down. The production in 
those fields is still cut back, is it not, in large part? 


Secretary CuapMan. Yes, that is cut back around 150,000 barrels 


a day. 

Senator Martone. In other words, taking your statement that 
there are 300,000 barrels available in new fields, 300,000 barrels that 
is, in a certain new field in the Texas area, that does not include the 
cut-back? 

Secretary CHapMan. No, that does not include the cut-backs. 
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Senator Matonr. That would be 450,000 barrels. 

Secretary CuarmMan. That is right. 

Senator Matone. It would be about 550,000 barrels if you had the 
tubular steel for transportation and for refinery capacity and it would 
come from these wells that are already available. 

Secretary CHapMAN. That is right. 

Senator Martone. If they had the steel and were allowed to go 
ahead and drill these 43,000 wells for additional production we would 
have no shortage of oil, but we would still have a shortage of refinery 
capacity, provided we lost Abadan? 

Secretary CHarMan. That is a good statement. That is quite 
accurate. 

Senator Matone. The Newsweek on page 32 is a correct state 
ment that the shortage of oil is because of lack of refining capacity? 

Secretary CHAPMAN. Yes. 

Senator Matonr. What we need is additional refining capacity. 

Secretary CHapMAN. Yes, to meet the increased production that 
we must have. 

Senator Martone. And we already have the increased production 
in sight if we can get the steel for additional refining capacity’ 

Secretary CHapMan. Yes, you have a half a million barrels a day 
in sight. 

Senator Matone. I think that is all, Mr. Chairman. Thank you, 
Mr. Secretary, for a very clear statement. 

Senator ANDERSON. We will meet here Thursday morning at 10 
o'clock. 

Secretary CHapMAN. Mr. Brown will be here. 

Senator ANDERSON. Mr. Secretary, we will not ask you to return 
unless you desire to return and Mr. Brown, we recognize you may 
have other obligations. 

Secretary CHAPMAN. He says he will be here. 

Senator AnpERsoN. Thank you. I think it would be helpful if 
Melvin Anshen would be here. 

Secretary CHAPMAN. Manly Fleischmann. 

Senator ANperson. I do not think we need him, but the difficulty 

Mr. Secretary, as so frequently happens, you are charged with 
the administration of the Petroleum Administration for Defense. 
That is your responsibility. You are a Cabinet officer. 

You decide how much steel you need based on the most careful 
study you can make, and somebody way down the line in some other 
office decides arbitrarily to put a slice against it. It just does not 
make too much sense. 

Senator Matone. Mr. Chairman, I would like to say before we 
leave that I certainly meant no reflection on any members of these 
committees. I think they are doing the best they can under the 
circumstances, but it does seem sometimes that there are a maze of 
committees and commissions and administrators set up with a definite 
idea of confusing not only the consumer but the congressional com- 
mittees, including the Members of Congress. and finally making it 
almost impossible to trace anything through. You just finally tire 
yourself out and give up. 

Senator ANpERSON. Thank you, gentlemen. 

(Whereupon, at 12:35 p. m., the hearing was adjourned to reconvene 

1 Thursday, July 19, 1951, at 10 a. m.) 
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THURSDAY, JULY 19, 1951 


Unirep Srates SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:25 a. m., in 
room 224, Senate Office Building, Senator Joseph C. O’Mahoney 
(chairman) presiding. : 

Present: Senators Joseph C. O’Mahoney, Clinton P. Anderson, 
Hugh Butler, and George W. Malone. 

Also present: Kenneth S. Wherry, United States Senator from 
Nebraska; Bruce K. Brown, Deputy Petroleum Administrator. 

The CHatrman. The committee will come to order, please. 

I must apologize to those members of the committee who were here 
in advance of the chairman. I was delayed at one of these radio 
broadcasts, Meet Your Congress. 

As I came into the room I was handed a telegram received by Mr. 
Charles: Hill, who is present in the audience, frem one of his represent- 
atives, I suppose a member of the Rocky Mountain Oil and Gas 
Association, conveying the following information: 

Shell Montana flowed in 33 minutes from base Madison. Reported filled 300- 
barrel tank in 40 minutes. Still no Shell data but confirmed in New York release 
yesterday the well is good. 

This is another indication of the possibility, the real probability, 
of bringing im larger supplies of petroleum in the Rocky Mountain 
region. Of course, Wyoming still leads all of these States, and we 
are glad to see the others come in with a little showing, so long as we 
can keep the leadership. 

In that connection, I wish to read the following article appearing 
in the Wall Street Journal under date of July 18, 1951: 


Socony Unit New WE .L 


Los ANGELES.—General Petroleum Corp., west-coast affiliate of Socony- 
Vacuum Oil Co., Ine., announced it has discovered oil in a new location in 
Wyoming. 

The firm’s wildeat well, Mabel West No. 1, struck oil at an interval between 
7,227 and 7,281 feet in phosphoria limestone. In a drill-stem test, the well 
flowed at the rate of 720 barrels a day of 34° gravity clean oil, accompanied by 
sour gas, 

General Petroleum previously has discovered eight oil fields in Wyoming. The 
most recent was in April when it found the Tip Top field in Green River Basin 
area of western Wyoming. ; 

The new-discovery well is in the Manderson area, about 20 miles north of 
Worland, Wyo. 

General Petroleum has several thousand acres under lease in the immediate 
vicinity of the new well, a company spokesman said. 


Senator Martone. Mr. Chairman, we expect a wire almost momen- 
tarily from Nevada along the line of the telegram that you just read 
49 
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but of course Mr. Ickes said that we must not drill for oil, we must 
save these supplies, so it set us back about 20 years. We are started 
again. 

The Cuatrman. Mr. Melvin L. Anshen, who is the Acting Deputy 
Administrator for Program and Requirements in the Defense Pro- 
duction Administration, has been good enough to come to the com- 
mittee this morning. His name was mentioned the day before yester- 
day during the hearings, after I had been called away, and Senator 
Anderson, who was presiding at the time, addressed some questions to 
Mr. Hopkins. 

| think the appropriate thing to do this morning would be to ask 
Senator Anderson to address any questions he may care to now to Mr. 
Anshen about the situation as it was developing toward the end of the 
hearing. 

Senator ANpERSON. Mr. Chairman, I recognize that probably we 
took some advantage of Mr. Anshen the other day, but we did not 
intend to do it. I realize, Mr. Anshen, that you do not expect people 
from your staff to testify, and that is why we wanted to get the person 
over here who is in authority. 

The question that arose was this: The request of the Petroleum 
Administrator for Defense, actually the Secretary of the Interior, for 
the third quarter was for some 2 million, two or three hundred thousand 
tons of oil-country goods. That request was trimmed down to about 
1,590,000 tons. 

What has happened we cannot correct, but we were worried that the 
same thing did not happen in the fourth quarter. My understanding 
from Mr. Brown and from the testimony of the Secretary is that for 
the fourth quarter they are going to ask for 2,385,000, or thought 
they should ask for that much. They trimmed down their request 
250,000 tons, because they felt that certain sizes and quantities of 
pipe would not otherwise be available anyhow, so why make that 
extra request. That leaves them with a firm demand for 2,135,000 
tons. 

My understanding is that tentatively you have been dealing with a 
figure of about 1,862,000 tons as the fourth-quarter allocation. Our 
question is, in view of the present situation with reference to oil world- 
wide, particularly in view of the difficulties in Iran and elsewhere, do 
you think it is wise to cut the production of oil-country goods below 
the minimum figure which the Petroleum Administrator for Defense 
finds necessary to carry on the drilling program? 

And the second question, after you have disposed of that—I only 
throw it in so that you can bring it up later—arose on the questioning 
of Senator Malone as to who were the members of the Requirements 
Committee. We have had a list supplied here today, but wish also 
to ask who are the members of this programing committee who take 
the first crack at it. (The lists referred to appear as attachment A 
in the appendixes. ) 

In other words, here is a Cabinet officer reaching a decision, and 
then has it reviewed by 25 people, not one of whom is even remotely 

| 
on, but if vou would first deal with this subject of the reduction from 
2,135,000 tons to 1,862,000, discussing if you care to the back history 
of how it went from 2,300,000 tons down to 1,583,800 tons in the third 
quarter, we would be glad to have your comments. I say that I 
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apologize to you for taking advantage of your absence the other day 
in asking members of your staff a question that should more properly 
have been asked of you. 


STATEMENT OF MELVIN L. ANSHEN, ACTING DEPUTY ADMINIS- 
TRATOR FOR PROGRAM AND REQUIREMENTS, DEFENSE PRO- 
DUCTION ADMINISTRATION, ACCOMPANIED BY GEORGE N. 
LILYGREN, ASSISTANT DEPUTY ADMINISTRATOR, OFFICE OF 
PROGRAMS AND REQUIREMENTS, AND FRED L. McINTYRE, 


OFFICE OF GENERAL COUNSEL, DEFENSE |PRODUCTION AD- 
MINISTRATION 


Mr. AnsHEN. That is quite all right, Senator. I am sorry the mis. 
understanding arose. 

Mr. Chairman, and members of the committee, I should like, if I 
may, in dealing with your questions to take a few minutes for a brief 
preliminary statement, which I think will serve asa very useful back- 
ground in understanding how we reached the decision we did. 

I think you will be interested to learn something of the machinery 
we have for reviewing programs from all claimant agencies. 

The Cuarrman, Before you do that, Mr. Anshen, if you will, 
please make a brief statement of your own background, and the period 
during which you have been serving in this capacity, and how long 
you have been with the Government. 

Mr. ANSHEN. My name is Melvin Anshen. I am Acting Deputy 
Administrator for Program and Requirements in the Defense Produc- 
tion Administration. 

I have with me Mr. George Lilygren on my left, who is Assistant 
Deputy Administrator in the same office; Mr. McIntyre, who is 
assistant to the general counsel of the Defense Production Adminis- 
tration. 

Briefly, my personal history is that I was graduated from Harvard 

College in 1933, from the Harvard Business School in 1935. I was 
for 2 years a member of the school’s research staff. | joined the faculty 
of the School of Business of Indiana University in 1937, and have beeo 

connected with that institution to this time. 

From 1942 to June of 1946, I was with the War Production Board, 
for the first 2 years as Deputy Director of the Controller Division, 
and for about the last 2 vears as Director of the Research Coordina- 
tion Staff. 

I have since the war been active as a consultant to the National 
Security Resources Board, and to the National Production Authority, 
and since February of this vear on a full-time basis I have been 
associated with the Defense Production Administration, first as 
Assistant to the Director of the Office of Program and Requirements, 
and now, since his resignation, as Acting Deputy Administrator for 
Program and Requirements. 

J might add that in that capacity I am also serving as chairman 
of the Requirements Committee. 

Now to return, Senator Anderson, to vour question. 

The CHarrMan. Thank vou very much. 

Mr. Ansuen. As you know, the Defense Production Administra- 
tion is the agency responsible for programing the mobilization effort. 











52 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


It is the responsibility of the Defense Production Administration 
to lay out the basic programs, and to apportion the materials in 
critical supply among the various sections of our economy—military, 
defense-supporting, civilian, and export. The National Production 
Authority is an operating agency. They have major responsibility 
for dealing directly with industry. We lay out the programs and 
they carry them out in the general industrial area. 

There are other agencies which also have operating responsibilities, 
for example, the Petroleum Administration for Defense in effect 
functions as an industry division like the industry divisions of the 
National Production Authority. They have direct responsibilities 
for carrying out the basic programs we lay down with respect to the 
petroleum and gas industries. 

Similarly, in the Department of Agriculture, there is the Produc- 
tion and Marketing Administration, which has responsibilities both 
for presenting requirements for agricultural machinery and for con- 
struction and for distributing materials that we make available for 
construction in the agricultural area. 

There are other agencies in the Department of the Interior, such 
as the Defense Electric Power Administration, which has, among 
other responsibilities, that of taking the materials we tell them they 
can distribute, and deciding how they can apportion those materials 
as between various construction Projects or transmission-line projects, 
and there are many other agencies. I will not bother to list them all. 

Within the Defense Production Administration, the Office of 
Program and Requirements, of which I am now the Acting Director, 
has the principal programing job. 

It is our responsibility to assemble requirements for materials in 
short supply, to appraise them, to compare them with the supplies 
available for meeting those requirements, and, with the assistance 
of the agencies that have responsibilities for operations, to reach 
decisions as to how to divide these materials in short supply. 

We do not do this job alone. We do not attempt to make these 
very difficult decisions alone. Our principal advice comes from the 
Interagency Requirements Committee. This Requirements Com- 
mittee is made up of representatives of all of the important Govern- 
ment agencies which have operating responsibilities for distributing 
materials. 

Specifically, we have the Chairman of the Munitions Board, Mr. 
John D. Small, who advises us on military requirements. We have 
Mr. Bruce Brown, sitting across the table from me, the Deputy 
Administrator of the Petroleum Administration for Defense, who is 
our adviser on petroleum and gas requirements, or rather on material 
requirements for petroleum and gas industries. 

We have a number of other advisers for other areas. 

Mr. Geissler, of the Production and Marketing Administration of 
the Department of Agriculture, advises us on agricultural require- 
ments. 

Mr. Rentzel, who is the Under Secretary of Commerce for Trans- 
portation, advises us on transportation requirements. 

The Administrator of the Defense Electric Power Administration 
advises us on electric-power requirements. 

We have an adviser for civilian requirements. In this case he 
happens to be Mr. Lewis Weiss, who is the Assistant Administrator 
of the National Production Authority for Civilian Requirements. 
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We have an adviser, similarly, for construction requirements in the 
industrial area. He is the Assistant Administrator of the National 
Production Administration for the Facilities and Construction Bureau. 

Senator ANDERSON. When you meet, does Frank Creedon come to 
that meeting? 

Mr. ANSHEN. Yes, sir. 

Senator ANDERSON. Does Mr. Geissler? 

Mr. ANSHEN. Yes, sir. 

Senator ANDERSON. And Jim Boyd? 

Mr. AnsHEN. And James Boyd. I should have mentioned him. 
These men attend all meetings except when they are out of town. 

Senator ANDERSON. How often does your committee meet? 

Mr. ANSHEN. Our committee, at a time like this, when we are 
trying to make the fourth-quarter allocations, will meet for several 
days in succession. At other times, we may meet once a week, once 
every 10 days, as there is need. 

We have a subcommittee, which I will describe in a moment, which 
meets much more frequently, and is composed of the assistants to 
these gentlemen, people who have more time to devote to these 
meetings. 

In addition, I think you will be interested in this. We have 
advisers for areas which have no direct responsibility for distributing 
materials, but have a very important stake in the health of our 
economy. We have an adviser for Economic Stabilization. He is 
Mr. Griffith Johnson, assistant to Mr. Eric Johnston, who sits with us 
regularly, presenting to us economic-stabilization issues that arise in 
connection with allocating steel, copper, and aluminum every quarter. 

We have an adviser for labor. The official member of the com- 
mittee is Mr. Frank Graham. He is now overseas, and Mr. Robert 
Goodwin, his alternate, is sitting with us for him. 

We have an adviser for foreign policy from the Department of 
State. He has just been named, and will meet with us at our next 
meeting on Monday, Mr. Willard Thorp. 

I mention these many names so that you will see that we do have 
sitting on this committee top-level personnel from the agencies which 
are responsible for carrying out the program decisions that we make. 

I would like to add that the members of the Requirements Com- 
mittee are advisers. It is the responsibility of the Defense Production 
Administration to make these program decisions, and I do not want 
there to be any misunderstanding about that. 

But I also want to make it clear that we regard these decisions as so 
important in their impact on all parts of the economy that we have 
created the Requirements Committee, and we have sought memher- 
ship on that committee for people who are in a position to speak with 
authority for the areas that they represent. 

I might say—I think the members of the committee may be familiar 
with this—that this organizational structure is very similar to the 
one that was established by the War Production Board in World War 
II, and I think functioned pretty successfully to deal with the problems 
of a similar nature that we had at that time. 

Senator Martone. I wonder, Mr. Chairman, if I could interrupt at 
this point to ask if there is anyone connected with each of these ad- 
visory boards in private industry—and they are in the nature of an 
advisory board? 
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Mr. ANsHEN. These individuals are advisers; that is right. 

Senator Martone. That are connected with private industry, or 
are they all Government employees? 

Mr. AnsHEen. The individuals on the committee are now all 
officers of Government agencies. 

Senator Martone. In other words, they, like Mr. Willard Thorp, 
are men who are more or less permanently in Government? 

Mr. AnsHen. No, sir. Many of them are men from private in- 
dustry. You have sitting at your left Mr. Bruce Brown. I do not 
know Mr. Brown’s industrial connection, but I know that he is not a 
career Government servant. Mr. Brown sits on the committee for 
the Petroleum Administration for Defense, and is our adviser on 
petroleum matters. That is true of many other members of the 
committee. 

Mr. John D. Small, for example, who advises us on military require- 
ments, recently returned to Government service after a period in 
private industry, and that is true, I think, of several other members, 
although I do not know their backgrounds personally. 

Senator MaLtonr. Government employees, however, such as Willard 
Thorp, and others, have the final say in their own departments? 

Mr. AnsHEN. I think Mr. Brown is in the same position in the 
Petroleum Administration for Defense. 

Senator Matone. He undoubtedly does not have the final say 
The Secretary of the Interior has the final say. 

Mr. ANsHEN. That is true. 

Senator Martone. In other words, it stems back, all of these 
boards, the final decision comes from permanent Government 
employees? 

Mr. AnsHen. As far as final decision for program is concerned— 
I want to repeat that, Senator—the members of the Requirements 
Committee are there strictly in an advisory capacity. 

The chairman makes the decision, and his decision has to be sup- 
ported by the decision of the Administrator of the Defense Production 
Administration, and ultimately by Mr. Charles E. Wilson. There is 
an appeal to Mr. Wilson. I am serving as chairman at this time. 

Senator Matone. What vou have tried to do is to get advice from 
each one of these boards whose decision is made in the final analysis by 
a permanent Government employee? 

Mr. ANsHEN. I am not myself a permanent Government employee, 
sir. $ 

Senator MAtone. | am not talking about you. I am talking about 
your advisers, your committees. The decision is made in each one 
of these advisory boards. The responsibility lies with a permanent 
Government employee. 

Mr. Ansnen. All of the members of the committee are currently 
Government employees. 

Senator Martone. I am talking now about the final decision, to 
come back to Willard Thorp, a career diplomat in the State Depart- 
ment; is that right? 

The CuarrmMan. The committee has been supplied a complete list 
of the members of the Requirements Committee of the Defense 
Production Administration as of July 17, 1951, and a complete list of 
the members of the Program Adjustment Committee of the Defense 
Production Administration as of the same date. 
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I shall hand both of these to you, Mr. Anshen, and ask that the 
background of each member, as to whether or not he has come into 
the service of the Government now from another Government depart- 
ment, or from business, be indicated on this list, so that we may have 
it in the record, and it will not be necessary to interrupt your testimony 
for that purpose. 

Mr. ANsHEN. I will be glad to try to find that out for you and make 
it available, Senator. 

(The biographical material for the members of the Requirements 
Committee and the Program Adjustment Commiitee appears in 
attachment A of the Appendixes.) 

The CuarrMAN. Let me ask you this. You make the reports in 
the last analysis to Mr. Wilson; do you not? 

Mr. ANSHEN. That is right. 

The CHarrMan. On the Ist of July Mr. Wilson filed a report with 
the President on “Meeting Defense Goals, a Must for Everyone.” 
That has been distributed very broadly through the country, and of 
course it is available to Members of the Congress. 

On page 13 of the document, we find this statement from Mr. 
Wilson, or in this report: 

Petroleum: The defense emergency has increased heavily the demand for 
petroleum products, and a war would increase the demand even further. Steps 
are constantly being taken to bring about the expansion of the petroleum industry 
in all its phases, in development of oil reserves, in oil production, in refining 
capacity, and in transportation and distribution facilities. The urgency of this 
program is underlined by the world’s supply-and-demand pattern 

The United States is now dependent on foreign sources for nearly a million 
barrels a day, and the nations of Western Europe must rely on imports for 
virtually their entire consumption. The possibility of a reduction in the supply 
of oil from the Middle Fast must necessarily be a factor in determining the 
petroleum program for this country. 

A loss of Iranian oil might force a drastic readjustment in our own pattern of 
distribution. In order to increase our available crude reserves, a goal of 43,400 
new welis has been set for 1951. 

The rate of wildeat drilling has risen to a level 25 percent above the rate during 
the early part of 1950, and oil and gas producers have stepped up their regular 
drilling operations to substantially above levels of the previous ver Additional 
refinery capacity of 1 million barrels a day has been approved as the goal and is 
under way. Specialized refining facilities to produce military aviation gasoline 
were further expanded during the second quarter. An output of high-octane 
aviation gasoline is now 55 percent above the level of a vear ago 


That is the statement of the Defense Mobilization organization. 
I think it is generally recognized that the two most essential commodi- 
ties in war are steel and petroleum. 

Here we have the goal which has been set by Mr. Wilson and his 
advisers, and the purpose of ‘this committee upon the basis of advices 
we have received from various parts of the country of their inability, 
because of lack of steel, to meet the goals set down by Mr. Wilson, our 
purpose is to inquire of you, first, why the allocations of steel to the 
Petroleum Administration for Defense have been curtailed during the 
third quarter, and second, what are the prospects for an allocation 
during the fourth quarter which will enable the Petroleum Adminis- 
tration for Defense to help accomplish the objectives laid down by 
Mr. Wilson. I think that, in a nutshell, is the issue before this com- 
mittee. 

Mr. ANsHEN. I understand that, Mr. Chairman, and that is exactly 
what I want to explain to you. 
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Senator Matonr. I wonder if right at that point in order to keep 
the record straight if I may ask where the foreign imports originate? 
That is a very fine general statement that Mr. Wilson has made, and 
no doubt from his standpoint covers the situation. However, it does 
little good unless you know where this oil comes from. 

Now, the 1 million barrels per day that is imported, most of it comes 
from Venezuela. I am informed by Mr. Brown here that only ap- 
proximately 200,000 barrels per day come from the Eastern Hemi- 
sphere, and practically all of it from the Kuwait and Saudi Arabian 
area; none of it from Iran. 

To get into this wildcat drilling, increasing 25 percent, the wildcat 
drillers are very well known to be the chief discoverers of oil. We call 
them wildcat, because they risk their money and, of course, since they 
are successful in finding oil periodically, we try to take the gamble out 
of drillmg by doing away with what little incentive there is in the 
business through the depletion allowance. 

| made a special trip to the House Ways and Means Committee 
when the depletion allowance of 274 percent was threatened, because 
when you reduce the depletion allowance, you substantially reduce 
the wildcat drilling, since you take the gamble out of the business and 
there is no incentive for private investments. 

Now, the needed additional refining capacity of 1 million barrels 
per day that has been approved fits in with the testimony of the 
Secretary of the Interior that there was really no shortage of oil, but 
there is a shortage of transportation and of refining capacity. There 
is a shortage of refining capacity, and it would be interesting at this 
point if we could have it inserted in the record as to about how long it 
takes, the time required to construct and complete and put into opera- 
tion the needed additional refinery capacity. Would you know that, 
Mr. Brown? 

The Cuarrman. May I ask, Senator, that you defer that until I 
get the answer to these two questions? 

Senator Matone. I thought it would complete Mr. Wilson’s state- 
ment, which is a very fine publicity statement, but it makes no differ- 
ence at all; it has no bearing on what we are trying to find out, unless 
you understand the source of the imported oil—the available additional 
production—and that it is the transportation and additional refining 
capacity we need. 

The CuarrmMan. There is a chart on this same page, from which I 
read, which shows the source of all the oil that comes to the United 
States and goes to various parts of the Government. 

Senator Matonr. We need to know.the time that it requires to 
construct a refinery and put it into operation. 

The Cxuarrman. I think it should go into the record, but I would 
like to have the answer to the specific question. 

Senator Matone. It makes no difference to me, but it should not 
be forgotten. 

(The above question was answered subsequently by Mr. Bruce K. 
Brown. See p. 87.) 

Mr. AnsHen. I think the best way to deal with your question, Mr. 
Chairman, which is closely connected with the question raised by 
Senator Anderson, is to tell you the problem of programing in the 
third quarter, a part of which was the decision about the Petroleum 
Administration for Defense. 
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I want to take a moment to stress the fact that this was a problem 
that applied to every program, not just to petroleum. because we 
found in the spring of this year, and the War Production Board found 
earlier in 1942, that it is impossible to deal with each program- 
petroleum, power, agricultural equipment, freight cars—by itself. 

If you look at them individually, without relation to other programs, 
and to the total demand for steel in relation to the supply of steel, 
inevitably you are disposed to say, ‘This is very important, it must 
be carried through.” 

But we found as the spring progressed that we were approving 
programs at such a rate, one by one, that we were rapidly running into 
the danger of authorizing more steel than there was available. We 
therefore determined, as you know, to add all requirements at one time 
coincidental with the introduction of the Controlled Materials Plan. 

Late in the spring, with the cooperation of the agencies that I have 
listed, ranging from military through direct defense supporting, to 
civilian and export, we accumulated a statement of requirements for 
steel, for copper, for aluminum, because these are the basic materials 
of our industrialeconomy. They are the common measures of demand 
and of our ability to satisfy this demand. 

I think you might be interested to know the results of that racking 
up of requirements, because | think it will make perfectly clear to 
you the background of the problem we faced in trying to deal with 
these many essential programs. 

The total demand for steel for the third quarter of this year as 
presented to us was about 29 million tons. That 29 million tons 
included the demand of the Department of Defense for tanks and 
guns and ships and planes and all the other items of munitions that 
take steel. It included, in addition, the demand presented to us by 
Mr. Brown for the Petroleum Administration. It included many 
other defense supporting areas such as electric-power-expansion pro- 
grams, the freight-car program, the construction of ore carriers on 
the Great Lakes to bring down a larger quantity of iron ore to support 
a larger steel program. 

It included also the expansion of our basic industrial resources 
which we were vitally concerned with because we did not want to go 
on dividing up scarcities. We wanted to increase our supplies of 
steel, of aluminum, of chemicals, but inevitably, as you know, it 
takes steel to make steel. 

We had to provide steel to build more steel plants, and we planned 
a substantial steel expansion program. We had to provide steel for 
more aluminum capacity, and so on, through the vast range of our 
industrial expansion. 

In addition, we had requirements for machine tools as part of our 
broad base of defense for rapid expansion, in the event of a worsening 
of the international situation. 

All of these things together, including allowance for consumers’ 
goods on a cut-bac k basis, namely 70 percent of the pre-Korean rate 
for consumers’ durable goods, and about 65 percent of the pre-Korean 
rate for passenger automobiles, all of that together 

Senator MaLone. You mean it was cut 30 percent or cut 70 percent? 

Mr. ANsHEN. Consumer durables and automobiles were cut to 
80 percent of pre-Korea in the second quarter, and we were then 
contemplating a further cut in the case of consumer durables, by 











58 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


which I mean refrigerators, washing machines, vacuum cleaners, 
that type of commodity, to 70 percent of their pre-Korea consumption 
of steel for the third quarter, and an even lower rate, 65 percent, 
approximately, for passenger automobiles. 

Senator ANDERSON. Right at that point, would you mind a question 
or two? 

The capacity of steel in the United States had expanded, however, 
had it not? 

Mr. ANsHen. The capacity for producing steel in this country has 
been expanding. The demands for steel output have also been 
expanding. 

Senator AnpERsON. I understand that, but 29 million in a quarter 
would represent 116 million tons. 

Mr. Ansuen. That is demand. 

Senator AnperRson. How did that relate to previous consumption 
by these same industries? 

\ir. ANsHEN. I will come to that in a moment, Senator, if I may. 

Senator ANDERSON. The point that some of us are getting to is 
that the request of the Petroleum Administrator for Defense sub- 
mitted for the drilling of wells, for example, was almost identical 
with the number of wells submitted for the same period the previous 
vear. It is up over 1949. 

If that industry was asking for the same amount that had been 
used previously at a time when we were only consuming 80 million 
tons of steel, and our consumption of steel eliminating the waste, 
not putting it on an ingot basis, but upon usable steel, is about 94 
million, we ought to have been able to take care of that industry, 
particularly if you are going to cut automobiles back to 75 percent, 
civilian goods to 70, then there was not much reason, was there, for 
cutting oil back to 67? 

Mr. AnsHEN. Let me tell you why there was, sir. 

The CuarrMan. Before you answer, I want to give you just a little 
basic information which comes to us from Mr. Wilson’s report, and 
deals precisely with the thing that Senator Anderson has raised. 
This appears in a chart on page 22 of Mr. Wilson’s report. It is 
entitled 

Senator Matone. Mr. Chairman, do vou have some extra copies 
of Mr. Wilson’s report? 

The Cuarrman. They were distributed to each member. I just 
brought mine with me. 

Senator Matonr. When were they distributed? 

The Cuarrman. They were on the floor of the Senate right after 
they were 

Senator Matone. I should think we would have some from the 
committee. 

The CuarrmMan. The committee did not have a supply. We will 
try to get one for you, Senator. 

Senator Martone. I don’t suppose they printed over 10 million, 
if they followed the usual Government methods. Would you mind 
having the secretary get some of them? 

The Cuarrman. We will do that right away. I want you to be 
supplied. 
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On page 22 of this report we have the controlled materials plan, 
and other controls will shift the supply of steel among users in the 
third quarter. 

This graph has a bar which represents the 1950 average material 
distribution, and superimposed upon that another bar showing the 
projected distribution for the third quarter of 1951 under controlled 
materials plan and other controls. 

Automobiles were down, that is to say, less steel was allocated to 
the automobile industry in the third quarter than the average for 
1959. Military and atomic energy steel was very much up. Con- 
struction was up, railroads up. 

Senator MALone. Does all of this show how much, Mr. Chairman, 
each one is up or down? 

The CHarrMan. Yes; it does. I will hand that around in just a 
minute. 

Petroleum down, containers down, exports up, farm machinery 
down, consumer appliances down, shipbuilding up, and then all other 
uses up. 

All other uses showed an allocation for the third quarter projected 
of almost 7 million tons, whereas the average for the 1950 quarters 
was a little over 6 million tons, but petroleum, which is recognized 
as being next to steel, if not on a par with steel, the most important 
of all our commodities for war, was down, while exports were up, 
and all other uses were up. 

That seems to me frankly to indicate that less consideration has 
been given to petroleum than to any other defense commodity 

Senator Wuerry. Is that what is in the report? 

The CHarrMan. That is in the report. 

Senator Wuerry. Did you make that last statement? 

The CuarrmMan. Oh, no. That was my conclusion. 

Senator Butter. Mr, Chairman, right along that line 

Senator Wuerry. I hope that it was in the report, but | appreciate 
your statement just the same. 

Senator Burier. | am sorry that I could not be present at the 
opening of the meeting, but we all have other committees that we 
have to divide our time with a little bit, Mr. Anshen. 

I am considerably interested in the statement that vou made thus 
far, and I want to stay through and listen to the rest of it, but I think 
in connection with what the chairman just brought out now, this 
question would be of some interest if you can answer it now. 

You told how you had planned the increased output of steel by 
increasing the steel manufacturing capacity. In that connection, 
there was a request for an increased output made at the Colorado 
Fuel and Iron plant at Pueblo, especially for the construction of pipe 
that would answer the needs of the oil-producing area. 

As I understand it, that request has not been approved up to date, 
and the increased output for this particular item, in which we are 
keenly interested, has not been covered and was requested by the in- 
dustry itself. 

Mr. Ansuen. I have no personal knowledge of that case, Senator. 
I know that a question was raised about that on Tuesday, and I have 
had an explanatory statement of two or three sentences prepared for 
me by the general counsel of the Defense Production Administration. 
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I have it here among my papers. We cannot seem to lay our hands 
on it at the moment, but I would be glad to supply that for the re- 
cord, sir. 

Senator Buruer. If somebody gets to it later, it will be all right. 

Mr. AnsHeEn. I have it here, because I brought it with me, know- 
ing that that question might be raised. 

Senator Butter. I am glad, Mr. Chairman, in a continuation.of 
the Tuesday meeting where we are going to hear from the chairman 
and members of committees—I think you and I, and other members 
of the committees have wasted some of our time working on the 
Secretary of the Interior and some of his assistants, when we should 
have had these gentlemen on the list earlier. 

The CHarrMan. Of course we began with a Cabinet officer, and we 
will go up. 

Mr. Ansuen. I will be glad to supply that statement for the record, 
sir. I have it somewhere here. I knew the question would be raised. 
I have no personal knowledge of that case, but the general counsel does, 
and he will provide you with the information, Senator. 

(Information with respect to the status of a loan applied for by the 
Colorado Fuel & Iron Corp. appears in the appendix.) 

The CuarrMAN. You may now return to the question of Senator 
Anderson as amplified by the chairman. 

Mr. AnsHEN. We had 29 millions of demand. All parts of our 
economy were growing rapidly as part of their relation to this expand- 
ing defense program. As you pointed out, Mr. Chairman, the military 
program had grown enormously. 

It was negligible in 1950, and it had reached in terms of direct mili- 
tary requirements alone about 2,400,000 tons for the third quarter. 

That was their request, and I want to emphasize that that did not 
include the many types of common components like electric motors 
and ball bearings and heat exchangers and pumps which they buy as 
products, or which their contractors buy, nor did it include many 
types of finished products like construction machinery, of which they 
buy very heavy quantities. 

This 2,400,000 tons was essentially the steel for tanks and guns and 
ships, and, in the case of aluminum, for planes. 

It included vastly increased demands from all parts of the economy, 
not only petroleum where the request for close to 2,400,000 tons was 
far in excess of what the petroleum and gas industries had purchased 
in 1950 or in 1949. 

Senator ANDERSON. Are you sure of that now? 

Mr. Ansuen. I think I am, sir, but I will be glad to verify the 
figures. 

Senator ANDERSON. Would you agree with that, Mr. Brown? 

Mr. Brown. No. Ihave the figures here, Mel. These average quar- 
ter in the first half of 1950, the oil and gas industry used 2,135,000 
tons, according to the NPC report, 2,135, 000. ‘For the third quarter, 
we asked for more than that. We asked for 2,300,000. What we 
got was 1,500,000, or 1,600,000, as compared to a usage of 2,100,000. 

Mr. ANsHen. Lam sorry. That is right. The statement I made, 
which I think is correct, is that the request was substantially higher 
than shipments in the preceding year. 

Mr. Brown. That is right. 
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Mr. AnsHEN. We had vastly increased requests also for electric 
power expansion which was necessary not only to power our growing 
industrial needs, but to meet the needs of our enormous new atomic 
energy plants and of the new aluminum plants that are being con- 
structed and which have to have a lot of power to carry them forward. 

We had, as I mentioned earlier, vastly increased demands for freight 
cars. The freight car production i in this country had been at a very 
low level in 1950, but in 1951 it was necessary to add to our freight 
car population very rapidly, to oy the crops raised by our new 
increased farm crop goals, to carry the increased production of 
industry and so on through many other areas. 

I do not want to weary you by listing them all, but I do want to 
convey the impression, because we faced this problem, that these 
increased demands were coming from every part of our industrial 
economy, because they all had new demands placed upon them as a 
result of the growth in the military program, and also as a result of 
Mr. Wilson’s objective of building a strong industrial base as a founda- 
tion for rapid expansion in case of a worse emergency than any we 
have faced so far. 

To meet that 29 millions of steel demand, we had a steel supply that 
was estimated at 20.8 million tons, 20.8 millions against about 29 
millions of requirements. 

Senator ANDERSON. Does that indicate that the petroleum indus- 
try did not increase its demands nearly as much as the over-all? The 
petroleum industry asked for 2,300,000 as against a previous ship- 
ment in 1950 of 2,130,000, or less than a 10-percent increase, but the 
total demand was up ne arly 50 percent, well over 40 percent, so the 
petroleum industry was quite modest in its request. 

Mr. ANsHEN. That is partly true, Senator, and partly somewhat 
misleading. 

As you know, not all parts of our economy go up and down together. 
Some parts are at relatively low levels of material consumption when 
others are going ahead at a high rate. For example, petroleum was 
pushing ahead at a very high rate in 1950, although a good part of 
that was natural-gas expansion rather than petroleum expansion. 
The number of wells projected, for example, in 1951, is identical, I 
believe, with the number of wells drilled in 1950. 

It is a program of the same size, but natural-gas expansion was 
pushing ahead very rapidly in 1950, and while [ have not the detailed 
figures before me, my impression is that a good part of the expansion 
in petroleum, what we refer to as the petroleum area, in 1950 was 
expansion of natural-gas pipelines. 

In 1949, the level of steel consumption in the petroleum and natural- 
gas industries was somewhat lower than in 1950. Other parts of the 
economy, Senator, were pushing ahead very rapidly. 

The freight car program is a good example, where, I believe, the 
figure for 1950 was about 3,500 cars a month, roughly 3,500 cars a 
month. 

Senator Matone. Isn’t that sort of a chronic condition, the short- 
age of railroad cars? It seemed to me I remember you were wrestling 
with that in World War II. 


Mr. ANSHEN. We were. 
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Senator Martone. And then they did not step it up very much 
after the war. 

Mr. ANSHEN. Between World War II and the present emergency the 
demands for freight cars dropped off very sharply. Naturally the 
railroads do not want to invest their money in cars unless they see a 
profitable utilization of those cars. 

As a result just before we entered this emergency period freight cars 
were being produced at about one-third the rate at which we have been 
urged to support their production in the third quarter, namely, 
10,000 cars a month, the figure that I am sure you are all familiar with. 

Senator Matonre. You mean there was a surplus of freight cars 
during this ge before the war in Korea 

Mr. AnsHen. | do not think you would c all it that. Those that are 
beyond the oe can be repaired are withdrawn from use 
entirely. When the traffic demands for freight cars step up sharply, 
as they did late in 1950 and in the first half of 1951, we have car 
shortages reported from all parts of the country. 

Senator Maton. When did they have a car shortage before that? 

Mr. AnsHEN. I don’t know. I suspect there was no serious short- 
age in the pre-Korea period or they would have bought cars at a high 
rate. 

Senator Matone. It seems to me I heard the corn belt and wheat 
belt Senators complaining about car shortages ever since I have been 
in the Senate. I wonder if Senator Butler knows that there were no 
car shortages then. 

The car shortage, is that altogether a war emergency, or was there a 
car shortage before 

Senator BurLer. We have a permanent situation with reference to 
construction of cars, a shortage of cars all during the last,war. We 
never have had any surplus production. 

There has been a very decided shortage of car production all during 
the Second World War and following the close of the war through the 
efforts of some of us around here and elsewhere we got the program 
stepped up, as you have indicated, now 10,000 a month. 

i do not think we reached that one single month, and the prospect 
is now for September it will be 5,000, just half of what we had con- 
templated, and it is on the way down again instead of up. 

Senator Matonr. There was a shortage though before the Korean 
War. 

Senator Burter. We have always had a shortage. 

Mr. ANsHen. There was a very high production of freight cars in 
1949. I understand the production was as high as 100,000 cars in 
that vear. It fell off very sharply in 1950, and we were faced with 
very heavy demands and great pressure not only from the agricultural 
people who were worried about their crops, but from industrial 
concerns who were worried about the failure to have cars on hand to 
take the products from their plants when they were finished, and we 
had reports of deliveries held up from all over the country. 

Senator Matons. The point I want to make here, just to keep the 
record straight, there never has been a surplus of freight cars. 

There always has been a shortage through World War II through 
the subsequent period of the war in Korea. You agree with that? 

Mr. ANsHEN. I do not know, sir. Mr. Lilygren would like to speak 
on that subject. 
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Mr. LityGren. I believe there are surpluses in periods of a year, but 
normally, as I remember and understand the situation, there is a 
shortage in a heavy crop time of the year where there are grain 
movements. 

Senator Matone. There always has been. 

Mr. LityGren. In other parts of the year there is a surplus. 

Senator Matone. When you have the grain crops to move, there is 
a shortage, and always has been of freight cars, that is since World 
War IT. 

Mr. LityGren. This past year is the first time that I remember 
that we had a shortage during the winter months when normally 
that would be the time of the surplus. 

Senator Maton. Aren’t they supposed to move the grain crops— 
would you say you had plenty of cars but did not have cars enough 
to move the grain crops in an expeditious manner? 

Mr. LiryGren. I agree with you there has always been a shortage 
during the heavy-crop-movement months. 

The CuarrMan. Senator Wherry, you have to go. Do you want 
to ask a question? 

Senator WHerry. Thank you very much, Mr. Chairman. I 
appreciate this, being a visitor. As I understand it, 29 million tons 
was the request for the third quarter from all sources. 

Mr. ANSHEN. That is right. 

Senator WHerry. You had 20.8 million tons to do the job. That 
figures out about 71 percent, enough steel to do the job on all requests. 
Now, you mentioned you cut back automobiles to what, 65 percent 
of their request for the third quarter? 

Mr. ANnsHEN. No, sir, they did not have a request for the third 
quarter. They had already been curtailed by limitation order to 80 
percent of their pre-Korea steel consumption in the second quarter 
of this year. We were contemplating a further reduction. 

Senator Waerry. How much of this 20.8 million that you actually 
had did you allot to the passenger-car production? 

Mr. AnsHEN. That is exactly the point that I was about to come 
to, sir. 

Senator Wuprry. You mean in this answer to Senator Anderson? 
Excuse me. The point I want to make is this. 

I understood passenger car production got approximately the same 
proportionate cut-back in materials. In thesame period you cut back 
steel for petroleum production, according to testimony of the Secre- 
tary of the Interior, from 2,135,000 tons to one-thousand-five-hundred- 
and-eighty-some-thousand tons, which is about, I figure it out, 67% 
percent. 

I think that the chairman here said 67 percent. I suppose that is 
the right figure. What I want to ask vou is: who makes up the prior- 
itv as to allocating a 65 percent to passenger production and 67% to 
petroleum? Do you do that? 

Mr. ANSHEN. Yes, sir. 

Senator Wuerry. Do you think the production of passenger cars 
is important and should receive a priority in comparison with pe- 
troleum production? 

Mr. ANsHEN. That is the very point I would like to answer right 
now, Senator, if I may. 
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Senator Wuerry. That is the point that I would like to have you 
answer, because I was over in Detroit the other day and I saw acres of 
new automobiles out there they cannot even sell in one plant—I will 
not name it—acres of them. 

Senator Matone. Right in support of that statement, it is well 
known all over the country that outside of Cadillac cars you can get 
a pretty good deal on any new automobile now, and there are no sales 
for certain kinds of automobiles at all, so it looks like Senator Wherry 
may have a point there. 

Mr. AnsHen. I would like to speak to that point if I may. 

Senator Wuerry. How much did you allocate this one manufac- 
turer that he has been able to produce acres of automobiles, brand new 
ones that are not even moving? 

Mr. ANSHEN. Senator Wherry, we did not allocate steel to the auto- 
mobile manufacturer in the third quarter. They had no assistance of 
any kind in procuring materials, unlike all other parts of the economy 
where specific assistance was given through the Controlled Materials 
Plan. 

All that we did was to establish a ceiling on their production, and 
they were able to get to that ceiling if they could find the materials 
without any assistance from the National Production Authority. 

Senator Wuerry. But you took away steel from the Platte pipeline 
that was allocated to them. You took away their orders. They had 
the order themselves and you took it away. They did not get a 
pound of steel for the third quarter, according to their testimony. 

Senator AnpEerson. I think I should say I do not believe he is the 
one that took it away from them. 

Senator Wuerry. I am trying to find out who did it. I think it is 
more important if the chairman will permit me—lI do not want to dis- 
rupt the meeting—to get steel for pipelines than it is to get steel for 
automobiles they cannot sell. 

The Cuatrman. The record in this report of Mr. Wilson shows that 
the projected distribution for the third quarter of 1951 for automobiles 
amounted to about 34 million tons, whereas the allocation to petrol- 
eum amounted to only 1% million tons, which was less by at least 
250,000 tons than the average quarterly distribution for petroleum in 
1950 

Mr. AnsHen. May I see that chart a moment, Senator? 

The CHArrMAN. Yes indeed. 

Senator ANDERSON. It was more than 250. It is less by 500,000. 

Senator Matone. I would like to ask the Senator from Nebraska 
if this is the same company who got $25,000,000 from RFC to store 
automobiles that they could not sell? 

Senator WHerry. There is no doubt about that, sir. 

I would like to ask this man, have you ever seen that chart before? 

Mr. Ansuen. I have. I would like to answer these questions if 
I may. 

The CuarrmMan. Let me add that in this same chart that the al- 
location of steel to the railroads was about 1,750,000 tons. That, of 
course, was for the building of freight cars but it may be pointed out 
that freight cars can sometimes be made of wood whereas pipelines 
can only be made of steel. 
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Senator ANDERSON. I question whether the allocation of steel to the 
railroads was for the building of boxcars. You do not carry the box- 
car building, do you? 

Mr. AnsHeEn. I think it is in the railroad figure. I am not sure 

Mr. Brown. Wherever the steel comes from, you can use wood on 
the sides of the car. 

Mr. ANsHEN. That is right. 

Senator Wuerry. I wish you would tell me who allotted that steel 
for that company out there and denied the allocation to the Platte 
eae that we want through in Nebraska. 


Mr. ANSHEN. Sir, may I repeat that there was no allocation of steel 
for automobiles. 


Senator Wuerry. They got the steel. 


Mr. Ansuen. I would like to answer the whole question that you 
raised, if | may. We had 29 million tons of demand. 


4 


In mak'ng our 
program determination, in dividing up this supply of a little less than 


21 million tons, we were guided by several policy considerations and 
one fact of life with respect to steel production. 

The policy considerations were these, and they were laid down by 
Mr. Wilson and concurred in by all the officials of the mobilization 
agencies. 

* First, that we would meet the military demand in full, although 
we were very concerned to be sure that the material translations from 
ships and tanks and guns into steel, copper, and 
precisely made and that no material was wasted. 

In connection with that may I say that we were able to screen the 
military requirements with the help of the staffs of the Department 
of Defense and the Munitions Board from the initial request of 
2,400,000 tons to a final request, a final allotment of about one and 
three-quarter million tons not through cutting the program. We did 
not cut their program, but through the most careful and painstaking 
survey of every item in that program to get accurate unit we ights 
from bills of material, accurate lead times from the raw material to 
the finished product, and accurate conversion factors and avoiding 
duplication of requests. 

We had much experience with that in World War II, and we were 
looking for that kind of thing and found it. 

The second basic policy ‘consideration again laid down by Mr. 
Wilson and concurred in by your mobilization officials was that we 
would not force sudden drastic cuts in the production of consumer 
goods that would create big pools of unemployment quickly, like the 
problem which right now has been raising trouble in Detroit even 
because of the relatively moderate cut-backs that have taken place 
in the automobile industry. Senator Moody has 
hearings in Detroit with respect to that recently. 
governed by——— 

Senator Wuerry. Aren’t those companies producing 
contracts? 

Mr. AnsHEN. They have defense contracts, sir. 

Senator WHerRrRyY. Certainly. 

Mr. AnsHEN. But it takes a long time to tool up to make tanks in 
an automobile plant. 
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Senator Wuerry. That is true, but it does not seem to me to 
warrant the distribution of that steel in consumer lines when you 
are letting petroleum go by the board. 

Mr. AnsHEN. That is the very point that I want to come to, 
Senator. 

Senator WuHerry. You have been coming to that point for quite 
a while. I have to leave. 1 would like to know why that company 
got steel and you did not give the Platte pipeline steel. 

Mr. ANSHEN. Steel is not a commodity. There are different 
shapes and forms which are not interchangeable. You do not build 
steel pipe out of the steel you use to make automobiles. 

Senator Wuerry. I know that. 

Mr. ANSHEN. One is sheet and one is plate. With respect to the 
petroleum problem in relation to the automobile issue that you have 
raised, one of the key factors was the supply of that plate. We had 
a demand for plate alone in the third quarter in excess of 3 million 
tons. We had a supply of plate of about 2.2 million tons. 

In that demand of 3,000,000 tons we had a very large demand from 
the Petroleum Administration for Defense; they use plate to build 
storage tanks, but they use a great deal of plate to build the large 
diameter pipelines. 

Included in that plate demand was a large demand from the Depart- 
ment of Defense, a large demand for the ship-building program, for 
the heavy power equipment program, for power construction and a 
number of other items. Part of that plate is coming off facilities de- 
signed to build plate. 

A growing supply of that plate is coming out of the converted strip 
mill facilities which can make plate if they are converted to it. We 
have been building up the plate supply very rapidly. 

In fact within one year the average monthly output of plate has risen 
from about 450,000 tons to about 750,000 tons, and a good part of that 
increase represents a forced conversion of strip mill facilities that 
make, principally, consumer types of steel, to plate which is typically 
producers’ and defense steel. 

Now we had 29 millions of demand. From that we had to subtract 
the military because we were determined to assure that. 

Senator WHERRY. Just one question. Does that 2,200,000 that you 
have include black market tubular goods? Do you figure all steel or 
don’t you? 

Mr. AnsHEN. This is the 2,200,000 of plate supply, sir. 

Senator Wuerry,. Yes, of the three million. 

Mr. Ansuen. I am not speaking of oil country tubular goods at all. 

Senator Wuerry. I am speaking about plate now. Maybe I in- 
advertently did not give it to you, but of the 3,000,000 that you said 
there was a request for, you said you had 2,200,000 that you might 
supply. Is that all the plate goods from all mills? 

Mr. ANsHEN. Yes, sir 

Senator Wuerry. If there is any black market plate it was in that 
tonnage? 

Mr. ANSHEN. Yes, sir. 

Senator Wuerry. It was in that tonnage. 

Mr. AnsHEN. That is the total supply. 

Senator WHerry. From all sources? 

Mr. ANsHEN. From all sources. 
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Senator WueERry. So that you knew where that was and that none 
of it could go black market as far as production is concerned? 

Senator Matone. Right at this point, this will dovetail with the 
Senator’s question. It is generally understood that you can buy tubu- 
lar steel from foreign markets at a premium price of from 40 to 100 
percent. Do you know anything about that? 

Mr. ANnsHEN. I do not know anything about the specific availabil- 
ity of tubular goods. We have been importing steel from foreign 
suppliers 

Senator Martone. I mean at what you would call a black market 
rate, 40 to 100 percent above the regular rate you can get large amounts 
of tubular goods, steel from Belgium, Luxembourg and other places. 
We have very good information that that is being done. 

I could produce one or two men that have turned down the chance 
to buy ¢ Do you know anything about it? 

Mr. AnsHEN. No, sir; I do not. 

Senator Matone. Would it be hard to find out? 

Mr. AnsHEN. I will try to find out and let you know. 

Senator Butter. Mr. Anshen, in screening requests from the 
Department of Defense, I agree and I think everybody does that they 
have to be taken care of first, but you mentioned ships. 

I notice that here recently there have been several ships taken from 
wraps and put into service again, getting ready to go into service 
actively if they are needed. 

We have literally hundreds if not thousands of ships in storage. 
I wonder if the committee is taking into consideration the possibility 
of getting the maximum that could be used out of storage in order to 
relieve this steel situation a little bit so far as this phase of defense is 
concerned. 

Mr. AnsHEN. That is precisely the kind of thing, Senator, which is 
part of our job of examining every requirement statement as carefully 
as we can to see what is essential in it. 

Much of the steel for ships is going into ships that have no duplica- 
tion in storage. For example, we need more ore carriers on the Great 
Lakes, because we are planning a steel expansion program that is to 
bring more iron ore down from the head of Lake Superior. 

We need more fast tankers as part of our basic naval defense 
program. We need more barges and tug boats on the inland water- 
ways, again to carry these important defense products. We are not 
permitting the construction of ships that will duplicate in any way 
ships that are laid up in port in mothballs. 

Senator Butter. It seems to me most any kind of a ship that can 
carry ore. 

Mr. AnsHen. I do not think that is true, sir. 

Mr. Lityeren. That is not true, Senator. I come from the Detroit 
area, and the lake boats are a peculiarly designed boat, shallow 
draft boats, because you cannot get through those waterways with a 
deep draft. 

Mr. AnsHEN. The shipbuilding program is at a relatively low rate 
compared with World War II. 

The CHarrRMAN. The important uses according to this chart are 
first. They were still receiving, they had on hand—you made no 
allocation I understand that—they were receiving 3% million tons. 
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Mr. ANsHEN. That figure includes trucks, and we were supporting 
the heavy truck program because they needed the heavy trucks. 

The CHarrMAN. Yes, I understood. I do not complain about that. 

Military and Atomic Energy for all their expansion were receiving 
only about 2,600,000 tons, less than the automobile industry was 
receiving, construction was cootaas a little over 2,000,000 tons, 
railroads were receiving possibly 1,750,000 tons. 

That was a substantial increase, probably an increase of 650,000 
tons over the average for the previous year. 

Petroleum dropped down, however, but is unquestionably a major 
commodity, but exports of steel increased by 300,000 tons over the 
average for 1950, and all other uses, this is in the miscellaneous cate- 
gory I would say, because they are not identified. All other uses 
exclusive of automobiles, military, construction, railroads, petroleum, 
containers, export, farm machinery, consumer appliances and ship- 
building, all other uses‘ took almost 7,000,000 tons. Now in the light 
of “tt picture which shows that the steel supply for the third quarter 
of ’51, with 21.2 million tons, which was an increase from 18,700,000 
sein for the quarterly average of 1950, indicates to me clearly that 
petroleum should have had at least as much as the average for 1950, 
and I have yet to find any reasonable explanation why it did not get it. 

Mr. ANsHEN. The all other uses, Mr. Chairman, to which you 
have just made reference include every type of major industrial 
equipment running from machine tools through construction machin- 
ery through all kind of industry machinery, chemical machinery, 
textile machinery, heavy power equipment and all of the components 
such as ball bearings, nuts and bolts with which we fasten everything. 
That is allin there. That is the basic industrial strength of the coun- 
try right in that all other figure here in the chart. 

Let me, if Il may, come back to your question. We had a supply of 
almost 21,000,000 tons. We wanted to assure the military, which 
amounted to about 1% million tons, after we had screened their 
requirements back to a realistic translation from the end products. 

At the other extreme we did not want suddenly to curtail production 
of consumer goods at a rate that would create mass unemployment. 
Now we know, as Senator Wherry was pointing out, that heavy 
defense contracts have been placed with the major automobile 
producers. 

We also knew that it takes a long time to get tooled up for defense, 
and although those contracts were placed, actual production was at 
a very low rate and had not even started in many of those plants. 

If we suddenly cut automobile production back to any figure you 
want to name, 50 or 40 or a lower percentage of pre-Korea, we would 
have done two things, neither of which would have made any con- 
tribution, any significant contribution, to the defense program, and 
both of which would have been ve ry dangerous for our whole economy. 
First, we would have thrown hundreds of thousands of workers out 
of jobs. 

The Cuatrrman. But nobody is requesting that. You pointed it 
out yourself, now, that the requests of the petroleum industry were 
not expanded like some of these other requests, and the record here 
shows that the petroleum industry was cut back below its average for 
1950 in spite of the fact that there was an increased supply of steel. 
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Everybody acknowledges that petroleum is one of the most essential 
of all defense commodities, and the question remains unanswered 
why didn’t it get at least as much as the average for 1950. I think 
it ought to be expanded some. 

I do not believe that anybody on this committee intends to ask 
that such an allocation be made ta the petroleum industry as to 
injure any other defense industry or injure the economy of the country. 
It should not, but certainly the Defense Mobilization Establishment 
and the Defense Production Administration ought to cooperate with 
Mr. Wilson in his declaration that an increased supply of petroleum 
in the United States is highly essential in the public interest. That 
is all we are asking. 

Mr. AnsHen. Mr. Chairman, one of my most earnest objectives in 
life is to cooperate 100 percent with Mr. Wilson. I may say that 
this basic allocation for the third quarter, before it was finalized, was 
reviewed by Mr. Wilson and his staff. 

When we removed from the supply of almost 21,000,000 tons mili- 
tary requirements and our estimates of the maximum take for con- 
sumer durables and automobiles that would not create pools of unem- 
ployment or contribute injuriously to the inflationary forces in this 
economy by taking off the market goods that consumers might want 
to buy, we had these figures staring us in the face. 

We had a demand of about 22,000,000 tons left, and we had 
supply of about 14,000,000 tons. 

We had a demand that was about 50 percent in excess of the sup- 
ply for this whole range of the economy including petroleum and 
natural gas and electric power and freight cars and farm machinery 
and expanding steel plants, aluminum and chemical plants, machine 
tools to be put into them, and every other item that I have men- 
tioned before. 

Senator AnpERSON. Let us see if I cannot get this a little bit 
straighter in my own mind as to this difficulty. On the chart which 
you have before you it shows the increase in steel supply from 19,- 
700,000 to 21,200,000 tons. These are Mr, Wilson’s figure 's, they are 
not mine. That is an increase of 2% million tons, is it not? 

Mr. ANSHEN. Yes, sir. 

Senator AnpERSON. The total amount that the military and 
Atomic Energy is using is only two and a half million, which can be 
fully met by the increase in produc tion. They were using some before. 

Mr. Ansuen. Negligible quantities, sir. 

Senator AnpreRsoNn. The little negligible that they were using before 
is enough to balance off construction just below it. Is it not true, 
therefore, that the military, the Atomic Energy, and construction 
were all met by the increase in steel supply? 

Petroleum was cut down from 2,100,000 previous use to 1,500,000, 
a 30-percent cut. Containers were cut, farm machinery was cut, 
consumer appliances cut, shipbuilding up a negligible amount. 

Where did all the rest of the steel go? If militarv, Atomic Energy, 
construction, railroad, petroleum, containers, farm machinery, if 
all those things are out of the way, what were these unusual demands 
that were going to take all this extra? 

Mr. ANnsHEN. One of the unusual demands, Senator, was machine 
tools which we were trying to push ahead by as much as 35 or 40 
percent above recent production levels, again in the effort to carry 





70 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


out Mr, Wilson’s, objective of building a strong base for a rapid 
expansion in the event of a worsening of the international situation. 

The CHarrmMan. May I point out to you, sir, that the testimony 
before the Appropriations Committee on the armed services to date 
shows that the production of machine tools is not up to demand. 
They are not getting the steel or they are not getting the prices, and 
machine tools for the Navy have been taken out of the reserve stock 
left over from World War II, so that is no answer. 

The thing is perfectly plain. Secretary Chapman testified here 
2 days ago ‘‘accordingly it’”—it being the Petroleum Administration 
for War—‘‘has tailored its allocation request downward by 250,000 
tons to 2,135,000 tons.’’ 

This figure may be compared with the third-quarter allotment actually made by 
DPA in the amount of 1,583,000 tons. This tonnage represented 67 percent of 
the actual needs for steel in the third quarter and with 74 percent of the steel 
actually used by the oil and gas industry during an average quarter during the 
first half of 1950. 

Mr. Anshen, I just cannot understand the logic of the statement 
that the petroleum industry, which produces a major defense com- 
modity, is to be required by the Defense Production Administration 
to get along on 74 percent of what it was getting before you began to 
operate to allocate steel for the production of defense materials. 

Mr. AnsHEN. Mr. Chairman, I fully appreciate the lack of logic 
on the surface, but let me point out the fact that we had to face. I 
said a moment ago— 

The CHarrMAN. Before you point that out, again let me say, Do 
you want this committee to understand that you ‘yourself believe that 
petroleum is so unimportant that it must expect to get along on less 
steel than it was getting on the average in 1950? 

Mr. AnsHEN. Sir, I wish we could give them much more. I believe 
just as firmly as you do in the importance of the petroleum industry, 
and I know just as well as you do how essential gas is to power this 
country’s economy. We were faced with these two facts and we 
found that we could not overrule or destroy the laws of arithmetic. 
Much of the petroleum requirement was in plate, plate to make large- 
diameter pipe. 

We have had an enormous expansion in the demand for plate, a 
very large part in the growth of the military demand which that chart 
places before you was also in plate. A very large increase in ship- 
building, small as it was on this chart, it was large in tonnage for 
plate, was in the form of steel products. 

We were faced with the simple fact that we had a demand for plate 
in excess of 3 million tons, and a supply of about 2.2 million tons. 
Much of the Petroleum Administration’s request was in the shape of 
plate to make large-diameter pipe. 

Another large part of their request was in the shape of oil country 
tubular goods “where there has been a production limitation that the 
National Production Authority has been trying to lick and has been 
successful in pushing up the supply. 

We were trying to reach a figure of 150,000 tons a month of oil 
country tubular goods. I say “we.’’ I should have said “the 
National Production Authority.” They have the direct responsi- 
bility of stimulating production. We faced those facts. 
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Now we sat around in the requirements committee room just as we 
are sitting in this room today. Mr. Brown was there and all of the 
other gentlemen whose names you have on that list of the require- 
ments committee roster, and we considered this problem of a demand 
about 22 million tons over-all in stee 1, and a supply of about 14 million 
tons. 

Within that demand and supply the specific limitations were in 
terms of the current production capacity including plate coming off 
strip mills, and the current bottleneck in the production of oil country 
tubular goods. 

We sought the advice of every member of that committee. We 
did not want to make any arbitrary or hasty or ill-founded decision. 

I might add that these issues prior to the meeting—we had several 
meetings of the Requirements Committee—were carefully reviewed 
by the staff of the Defense Production Administration working with 
the full cooperation of the staffs of the Petroleum Administration for 
Defense, the Defense Electric Power Administration, and all of the 
other agencies concerned. 

I might add that we had magnificent cooperation from Mr. Brown’s 
staff, because they recognized the issue just as clearly as we did, and 
the decision that was reached | think represented this kind of judg- 
ment. 

Everyone concerned agreed there was no easy anster to this prob- 
lem. Whatever we gave to one claimant area such as petroleum had 
to be taken away from another claimant area. 

Very rightfully every one of these claimants was concerned to as- 
sure as nearly as possible the full satisfaction of the needs of his 
area. 

That is their responsibility. They should fight for their areas, for 
electric power or agricultural machinery, and the judgment that was 
reached represente d, I think I can say accurately, a general consensus 
that this was a reasonable allocation. 

I know full well that Mr. Brown did not feel that his requirements 
were nearly adequately met. I did not feel that myself, but neither 
were the requirements adequately met for many other areas in this 
economy. 

Senator ANDERSON. That is just what we need to have. We need 
to have the list of the requirements to use 22 million tons as against 
the 14 million tons available. When you got down to that figure— 
I am perfectly willing to leave out the military and a great many 
other things that you have done—but when you get down to the 22 
million demand and 14 million supply, I would like to know how 
you cut them, all of them, not just one but all of them, and I think 
if we could get that information we could begin to see the theory on 
which you were operating. 

I know that you recognize that these 43,000 wells do not call for 
large-diameter pipe, do they? 

Mr. AnsHen. No; that is oil country tubular goods that I men- 
tioned, and there we were up against a production bottleneck. 

Senator ANDERSON. What is the large-diameter pipe? 

Mr. ANsHEN. That is going into transmission lines, petroleum and 
natural gas. 

Senator ANDERSON. Do you need more transmission lines if you do 
not produce more oil? 
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Mr. ANsHEN. We were producing at a rate that will be equal in i S 
1951 to the 1950 rate. j but 
Senator ANDERSON. We were able to get rid of the 1950 production 4 thes 
with the transmission lines we had. N 
Mr. AnsHEN. But there was a great increase in the demand for dets 
natural-gas pipeline expansion. . but 
Mr. Brown. Ten-percent increase in petroleum in the last year, is to } 
the answer to what vou are reaching for. Iw 
Senator ANDERSON. Ten percent is not what these figures would and 
indicate. app 
Mr. Brown. Petroleum. | 
Senator ANpERsON. If I understand it, from 14 to 22 million, there tha 
is a vast shift. I realize that the petroleum demand is small. I want the: 
to find out who is raising his figures, who had the big demands and whi 
what you did about them. cut 
They went some place other than to automobiles, because auto- . S 
mobiles were down. They went some place other than to military and 3 litt 
atomic energy because the increase in steel production took care of ; if 
that and also the construction industr y. They went some place other } MOF 
than petroleum, containers, and the little bit that went to export. ; TPP 
They did not go into farm machinery. ; mie 
The farmers are crying their eyes out about their inability to get ; rhe 
farm machinery. They did not go there. ! he 
Now when you worry so much about unemployment, don’t oil-well ; - 
workers get unemployed? It is not just automobile workers, is it? ; me 
Don’t farmers have trouble when you cut down on their machinery? 5 \ 
There are as many of those as there are automobile workers, are there , 
not? ay 
They were cut. They did not have consumer appliances. I would ‘ a 
like to know who it was who gained. I am having trouble finding out 
who in the industry outranks all these other industries we have thought a 
were so important. er 
Mr. AnsHen. Senator, I would be delighted to provide for the 
record a statement in detail of every requirement area and the extent a 


to which their requirements were satisfied by program determination. . r 
I do want to point out——— 


Senator AnpErRson. I do not think that it needs to go into the we 
record if it is voluminous, but I think the committee ought to have it app 
for its study. ; for 

Mr. AnsHen. I would like to provide it. ava 

Senator AnpERsoN. As to what the 22 million tons represented in . pip 
demand and what the 14 million tons in supply was down here after ; our 
you got rid of all the others. I would like to know how you got down a 
to 22 million and the 14 million and I would like to see what happe ned 79 | 
in the solution. mat 

[ want to say to you in advance that I recognize that yours is not a inet 
pleasant task. I found out after World War II when we were trying ; } 
to divide food around the world that the fellow who divides up i thi 
shortages is never the popular person. It is the fellow who divides up ; , 
dividends. 4 wh 

Mr. AnsHEN. Senator, those are the kindest words I have heard 3 nee 
all morning. : Ad 
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Senator ANpERsON. Regardless of the questions, we have nothing 
but the kindest feeling toward you people who come in and take on 
these very tough iobs. 

Mr. AnsueEN. I shall be very glad to provide for your study a 
detailed statement of the 22 million demand and the 14 million : supply, 
but I do want to add one point because your questions seemed to me 
to infer a flexibility in shifting among demand which unfortunately 
I wish we had, but we did not have. (A table showing requirements 
and program determination allotments in detail for the third quarter 
appears as attachment B in the appendixes.) 

I would like to make this point. The areas that you mentioned 
that had cut-backs as you were looking at the chart, very few of 
them yield any tonnage of plate. The automobiles do not yield plate 
when you cut them back. The tin cans do not vield plate when you 
cut them back. 

Senator AnpErsON. Tin-plate plants can be expanded to roll 
little thicker plate. 

Mr. ANSHEN. We have tried as fast as we can to effect that conver- 
sion of production from strip mill facilities to the production of plate 
on the same facilities, but one more point must be made. This is not 
a simple question, sir, as Tam sure you know. When you shift from 
producing strip-mill products on a strip mill to the production of 
late on those same facilities, you do not get ton for ton. You get 
oo tonnage of plates because those fac ilities were not de signed for 
the purpose of producing plate, so you suffer a net loss in the shift. 

Senator ANDERSON. Now the plate capacity is how much? 

Mr. AnsHen. At the present time about 2,200,000, and we are 
trying to push it up by further conversion from strip mill to plate 
production. 

The CuarrmMan, May I interrupt at this pomt? I would like to 
get specific—but first let me say, Mr. Anshen, though our words seem 
harsh, our hearts are really of gold. 

The Secretary of the Interior said to us that the oil and gas industry 
requires in the fourth quarter 2,385,000 tons, but that has been 
tailored down to 2,135,000 tons. 

There is a specific figure for the fourth quarter. Then the Secretary 
Went on to say: 
approximately 70 percent of all the steel required by the oil and gas industry is 
needed in the form of pipes. If we could obtain the full amount of steel needed 
for the fourth quarter, 70 percent would be used as pipe, but due to the un- 
availability of sufficient plate to produce the required quantities of larce diameter 
pipe, the percentage figure will drop to 67 percent even if DPA fully responds to 
our request. 

Approximately 21 percent of all the pipe required should be in the form of oil 
country tubular zoods for the oil aid :.as well drilling program, and the remaining 
79 percent should be line pipes in various sizes for various purposes. Approxi- 
mately 55 percent of the tonnage is required in large diameter pipe, that is 16 
inches or above in diameter. 

Mr. Brown, who sits opposite you at the table, was present while 
this testimony was given, and I know it represents -_ judgment. too. 

The committee I am sure would be glad to hear from you as to 
what industries will receive this steel, and eaoliendeaty the plate 
needed for line pipe if the request, the tailored request of the Petroleum 
Administration for Defense, is not granted. That is the real heart of 





74 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


the question before this committee, and I would like much for you 
and Mr. Brown to discuss that right across the table here. 

Mr. AnsHeNn. I happen to have in front of me, sir, a statement of 
the major demands for the fourth quarter as they were submitted to 
us by all of the claimant agencies including Mr. Brown’s Petroleum 
Administration. They include about 240,000 tons of plate for the 
Department of Defense. 

The Cuarrman. Would you repeat that, please? 

Mr. AnsHEen. About 240,000 tons. I want to round these numbers 
so that you can follow them easily. I know that it is difficult to 
follow these figures when you have to take them in by ear, 

Two hundred forty thousand tons for the Department of Defense, 
about two hundred seventy-three thousand tons of plate for the con- 
struction of industrial plants, including, as major elements, our whole 
steel expansion program, the aluminum expansion program, the 
expansion of a number of chemicals that are currently in short supply, 
many of which are greatly needed to fit into the steel expansion pro- 
gram and supply the needs of the chemical industr y. 

They include also about 230,000 tons of plate for heavy power 
equipment to go into the power construction program that we are 
trying so hard to push to prevent black-outs and power deficiencies 
and nonavailability of power for our great new atomic energy plants 
and for the aluminum plants that we are building. 

If you were to talk to the Administrator of the Defense Electric 
Power—and I say this in all kindness, sir—he would apply very 
harsh words to the judgments that were reached by the requirements 
committee in cutting back their needs for plate in order to meet many 
of the other needs. 

This, as Senator Anderson said, is not an enviable position that we 
occupy. We are the focus of these demands and the pressures are 
very great. 

I want to continue. About 640,000 tons of plate are needed in the 
railroad industry for maintenance and repair, for the construction of 
freight cars, for the construction of locomotives. I know as well as 
you do, sir, that there can be conservation methods applied for freight 
cars. We are trying to push them. 

Senator ANDERSON. Will you give the comparable figure for 1950. 

Mr. AnsHEN. IJ do not have it with me, sir. I will supply it for the 
record. (A table showing carbon steel plate requirements for the 
fourth quarter, 1951, appears as attachment C in the appendixes.) 

Senator AnpERSON. Is it up or down? 

Mr. AnsHEN. In a case of freight cars it is very sharply up. In the 
case of defense of course it is up ‘from almost nothing to a high figure. 

Senator ANDERSON. Now just this last one of railroads, isn’t that 
very sharply up? 

Mr. Ansuen. In the case of freight cars, ves, sir; it is. 

Senator ANpERSON. Isn’t the whole figure very sharply up? 

Mr. AnsHEN. Many of the other elements are very sharply up, that 

is true, sir. 

Senator ANpERSON. Isn’t the whole railroad figure very sharply up? 

Mr. ANsHEN. Not in the case of locomotives, no, sir; not in the case 
of maintenance and repair. 
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Senator ANDERSON. Isn’t the whole railroad figure very sharply up? 
Isn’t 640,000 tons greatly in excess of what the railroad industry had 
m comparable quarters last year? 

Mr. ANnsuHENn. I believe that is true, but I want to add that the bulk 
of the increase is in one item, freight cars. 

Senator ANpERsSOoN. I happen to have been a member of a board 
that tried to get the railroads to get some freight cars in 1947 under 
the very wise leadership of Steamboat Johnson. I regret that I do 
not have his correct name, but Steamboat is very fine. 

However, he had a real program for building boxcars that did not 
get accepted from 1947 thereafter. It got started in 1949. The 
railroads could have had boxcars, of course, could the ‘Vv not? 

Mr. AnsHEN. Yes, I wish they had, Senator. It would have re- 
lieved our problems right now. 

Senator ANDERSON. I[ think it is too bad when some one industry 
refuses to do what it can do in relatively peaceful times and then 
comes rushing in in times of emergency and says, ‘“‘Can’t you under- 
stand that we have to have these things?” 

Mr. ANSHEN. Senator, the rushing in has not come only from the 
freight car manufacturers but from all the users. 

Senator ANDERSON. It is not coming from the petroleum people. 
They are asking for what they had in 1950. They have a re quest for 
the fourth quarter of 2,130,000 or something like that, which is com- 
parable to the same figure in 1950, and they are going to get a 15- or 
20-percent reduction. 

Mr. ANSHEN. Senator, I do not know at this moment what reduc- 
tion, if any, will be applied to the Petroleum Administration. 

We have been working—I mean this literally—days, nights, and 
week ends for the past 2 weeks wrestling with the fourth quarter 
program determination issue. We are still wrestling with it right 
now. 

The CuarrMan. Finish your table, sir. You are down to 640,000 
tons for the railroads. 

Mr. ANsHEN. I have only one or two other items picked out in these 
figures I have with me, Mr. Chairman. I will be glad to provide the 
complete figures for you. I picked out only the major ones. 

Senator Manone. I think all the rest, Mr. Chairman, should go in 
the record. 

The CuarrmMan. Yes, it will. 

Mr. ANSHEN. One hundred one thousand tons approximately for the 
Maritime Administration for ship construction, another close to forty 
thousand tons for electric power construction. 

Mr. Brown. Is that different from heavy power equipment? 

Mr. ANsHEN. Yes. One is the equipment that goes in the plant 
and the other is the plant itself. That is the complete list I have with 
me, Mr. Chairman. There are many others that add up to over, 
well over, 3 million tons. 1 will be glad to supply for the record the 
complete list. 

(See attachment C, appendixes.) 

The CuarrMan. This is the list, 240,000 tons for defense, 273,000 
tons for industrial plants, ine luding aluminum, chemical, steel, 230,000 
tons for heavy power, atomic energy and the like, 640,000 tons for the 
railroads, 101,000 tons for the Maritime, and then another 40,000 tons. 

Senator ANpEeRsoNn. Where is the oil? 
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The CHAIRMAN. Precisely the question I was going to ask. 

Mr. AnsHeN. I have not added that because I started out my 
statement, I believe, by answering the question: What were the needs 
in addition to oil? Mr. Brown can supply his statement I think with 
more facility than I can. 

Mr. Brown. I don’t have the plate figures. 

Mr. ANsHEN. Is it something in the neighborhood of three quarters 
of a million tons including, of course, not only the plates you use as 
plate for construction of refineries but the figure which is the plate 
to make the large sized pipes? 

The CHatrMan. Are these the requests? 

Mr. ANSHEN. Yes, sir. 

The Cuarrman. Now what is the supply for the fourth quarter? 

Mr. ANsHEN. The supply for the fourth quarter, which is an esti- 
mate furnished to us by the NPA Iron and Steel Division—that is 
their responsibility to tell us what they think. They have the experts 
on steel. We do not. We have a very small staff in our agency. 
We look to them for information on supply. Their estimate is that it 
will be about 2,480,000 tons. 

The CHairMaAN. Two million what? 

Mr. Ansutnx. Two million four hundred eighty thousand tons for 
the fourth quarter, and they prayerfully submit that estimate on the 
assumption that we will not suffer a scrap deficiency. 

As you may know, most of our steel mills are now running at a 
dangerously low scrap inventory level, in some mills only 2 or 3 days 
ahead in scrap, and every steel man is holding his breath to make 
certain that he will have the scrap we need in the fourth quarter. If 
we do not, not only will this production estimate be a bad one, but 
all the other estimates for all the other steel produets. 

The CHarrMan. May I just ask this other question. You have 
given us the list of the Requirements Committee. Is it within the 
jurisdiction of the Requirements Committee to indicate to the pro- 
ducing steel mills that additional plate is necessary? 

Mr. ANsHEN. It is within the responsibility of the Chairman of the 
Requirements Committee, with the advice of the members which he 
earnestly solicits, to advise the National Production Administration, 
which deals with industry—our organization does not deal with indus- 
try atall. We deal only with the agencies. The National Production 
Authority deals with the steel industry, among many othe ‘r industries. 
It is our responsibility to urge them in every way, and to lay down pro- 
crams that they must follow for securing the most rapid possible con- 
version from the production of strip to the production of plate, and 
ve have been doing that, and we will continue to do that. 

The CHarrMan. Out of the figures that you have given us, the 
demand totals about 1,524,000 against a supply of 2 480,000. 

Mr. AnsueN. The total demand, Mr. Chairman, is in excess of 
3,300,000. I haven’t the other elements of it with me. I will submit 
them for you. (See attachment C, appendixes.) 

Senator Matongr. Mr. Chairman? 

The CHarrMaNn. Senator Malone. 

Senator Martone. This scrap is not connected with any question I 
had intended to ask, but it is generally understood that American steel 
manufacturers have been trying to secure scrap from Korea, but most 
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of it is going to Japan, to the steel mills in Japan. I cannot vouch for 
the correctness of that statement, but you could undoubtedly find out. 

Mr. AnsueEn. I will try to find out for you, sir. 

(A statement on steel scrap appears in attachment D of the ap- 
pendixes. ) 

Senator Matong. That domestic producers cannot get the steel 
scrap from Korea, because it has been assigned to Japan. 

Now, Mr. Chairman, the testimony this morning seems very clear. 
I think the Chairman of the Board ts doing the best he can, and he 
has made his decision very clear, that it is more important to prevent 
temporary unemployment in the industrial area where automobiles 
and other civilian equipment is being manufactured, than it is to assign 
this steel to the oil industry, although it is very clear also that the 
automobile industry, a large part of it, at least a substantial ars is 
under conversion, that is, will be converted to military supplies, but 
the unemployment would be Sead that temporary conversion 
period, and they have evidently made their decision to withhold the 
necessary steel from the oil industry for that reason. 

The temporary period of une mplc yment would be through the con- 
version period, and it is more important to the administration to hold 
employment up to standard rather than to divert the steel where it is 
most needed and risk some temporary unemployment. That is more 
important than it js to assign the necessary steel to the oil production. 

Now that decision, Mr. Chairman, has evidently been a high policy 
dec ay and evidently not made by the Chairman here at all. 

Mr. ANSHEN. Please, Senator, there is no steel used to make auto- 
mobiles that can be used to make large diameter pipe. 

Senator Ma.tone. Then you are converting that just as fast as you 
can? 

Mr. AnsHEN. Yes, sir. 

Senator Matone. But you are allotting this steel to the automobiles. 
Can that steel be used in any of these other industrial manufactures 
which might allow other steel to go to the oil industry? 

Mr. ANsHEN. The kind of steel made in strip mills is almost entirely 
consumer-type steel, not entirely, but to a very large extent. 

Senator Matonr. This steel going into the manufacture of auto- 
mobiles, could it be used in other industries and be converted into other 
lines to save steel which might find its way to the oil fields? 

Mr. ANsHEN. Not plate. 

Senator Matoneg. Of military and other situations? 

Mr. ANsHEN. To some extent, ves, sir. 

Senator Matonge. But this unemployment situation would be so 
important that it must be held up until the conversion is finished; 
is that it? 

Mr. ANsHEN. I would like to add one comment there, if | may: 
That unemployment is not likely to be a matter of weeks. It may run 
for months. 

The amount of munitions production coming out of the large con- 
tracts that have been placed with the automobile manufacturers is 
relatively small at the present time. It takes a long, long time to 
convert, and there would be men by the tens of thousands out of 
work for many months. 

Senator Matone. Can you convert, make the conversion while 
they are making automobiles? 

876683—51——6 








78 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


Mr. AnsHEeN. We are forcing the conversion just as fast as it can 
be done. The manufacture of automobiles is not holding up the 
production of military items. 

Senator Matong. Then I misunderstood you that that was such 
an important thing that you were assigning the steel there to prevent 
unemployment. Then you did not say that, or did you mean that? 

Mr. ANSHEN. I certainly meant to say, sir, that we did not want to 
effect such a rapid drop in the production of automobiles that we 
would create large pools of unemployment in specific localities like 
Detroit that would continue for months. 

Senator Matone. Then that is more important. 

Mr. ANsHEN. That is a clear policy laid down by Mr. Wilson. 

Senator Matone. Well, that is a high policy decision with which 
you have little to do. 

Mr. ANSHEN. Yes, sir. 

Senator Martone. That is a good point. I made that point in the 
first instance. 

Mr. AnsHen. I did not make that policy, but I believe in it. 

Senator Matone. I made that point, and then I was interrupted 
that something was the matter with it, but it is a fact that the policy 
was laid down to you. You have nothing to do with it? 

Mr. AnsHEN. That is right, but I concur in that policy. 

Senator Matone. Well, that is interesting. Now, if you will find 
out about the scrap from Korea and other places that is going to 
Japan—and I understand there is scrap that has been shipped from 
this country to Japan in addition to the Korea scrap which might 
otherwise be diverted here. 

Mr. Ansuen. I have no knowledge of that. I will try to find out. 

Senator Matonr. Now, then, Mr. Chairman, have we any infor- 
mation as to the exact exports of steel for the last year, the last quarter, 
and what is intended to be exported for the next quarter? 

The Cuarrman. This chart which has been read into the record 
shows that there were apparently 300,000 tons extra exported during 
the third quarter, or were scheduled for exportation on the average 
during the vear 1950. 

Senator Matone. Mr. Chairman, I would like right at this point 
to interject a statement that might have something to do with the 
supplies in this country; at least it is something to think about. 

There is a book recently written by the Royal Institute of Inter- 
national Affairs, entitled “Defense in the Cold War.” 

It goes on to say: 

The task for the free world—a report by Chatham House study group in 
London. 

Without burdening the record, I come to the last paragraph, which is 
very interesting, and I would recommend this book for study to people 
that are interested in supplies for this country. It is a review of the 


book: 


To Americans an interesting reflection of European attitudes is contained in 
discussion of whether Britain and France can afford to rearm “for the third time 
in half a century.’’ Here the authors draw earnest attention to the fact that such 
an effort would call for little in the way of sacrifice of social services and living 
standards. 
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In other words, if they were to apply themselves to rearmament 
now, the question has been posed as to whether they can afford to do 
it a third time— 

* * * would call for little in the way of sacrifice of social services and living 
standards since ‘‘raw materials, food, and war supplies can be had in large quan- 
tities free from the United States.” 


Then the reviewer says: 
The argument clearly discloses— 


you understand, this is about an 800-page book, and this is a very 
short review— 

* %* * that Europe expects America to place a floor under its present standard 
of living as well as to provide the planes, guns, and nuclear manpower necessary 
to the defense of both Europe and European colonies. 

Mr. Chairman, that is a very interesting book. It is written by 
high-level people in the British set-up. The book itself says, in effect, 
“This study of the current world situation’’—and this is a book of 
about 800 pages— 
is the collective product of a group which the London Observer refers to as ‘“‘some 
of the best brains of the British Service Staff, and the Foreign Office.’”’ Never- 
theless, it contains little that is new, and many of its conclusions can hardly be 
accepted by Americans. 

It is a very interesting book. It shows that they expect the raw 
materials and supplies to be furnished free by America. 

Now, that is my interest, not this book. But just what steel has 
been allocated, what types of steel have been allocated for construc- 
tion of steel plants, or power plants, of irrigation, reclamation proj- 
ects, industrial works, and other uses for steel in foreign countries. 
Would it be possible, or do you have anything, Mr. Chairman, to do 
with the allocation, say, for the fourth quarter of this year to foreign 
sources of that type of steel? 

Mr. AnsHen. I do. 

Senator Matone. Could you tell us now what you intend to do 
about it? 

Mr. AnsHEN. No, sir; I cannot. 

Senator Matone. Could you tell us what you have under con- 
sideration? 

Mr. ANSHEN. We are considering the needs of the export require- 
ments along with the needs of all of our domestic economy right this 
week end. We have not reached a decision. 

Senator Matone. But you are studying it? 

Mr. ANSHEN. Yes, sir. 

Senator Martone. Could you give us some idea of the figures you 
are considering? 

Mr. ANSHEN. I can tell you this. We have made every effort to 
strain out of our export the kinds of steel products and shapes that 
are in tight demand here. We are cutting out of the exports the 
maximum tonnage of plate, for example. 

Senator Martone. How much plate has been recommended for the 
fourth export quarter to you? 

Mr. ANsHEN. I am sorry, I do not have the figure with me. 1 will 
supply that. 

(Tables showing foreign requirements for steel in the fourth quarter, 
1951, appear in attachment E of the appendixes.) 
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Senator Matone. Would you just estimate it? You undoubtedly 
have some idea, since your whole job, your sole job is to allocate the 
use of steel and to determine the exports in relation to domestic use. 

Mr. Ansuen. The total export claim for the fourth quarter will 
probably be in the neighborhood of—I am just dragging a figure from 
the back of my head—I would guess about 800,000 tons. It may 
seem a little strange, Senator, that I cannot produce the figure at the 
moment. 

We deal with the whole economy, and we deal with an awful lot of 
figures. I will supply it for vou and for the reeord. 

(See attachment E, appendixes.) 

The (¢ om \IRMAN. More significant would be the amount of plate. 

Mr. AnsHEN. I do not recall the plate figure either. I do know 
that we are making every effort to see that not one ton of plate goes 
out, except for a need that is directly related to our uses. 

The Cuarrman. In the figures you gave a while ago, the smallest 
item was 40,000 tons. Would you say that as much ‘of that is being 
claimed for export? 

Mr. Ansuen. I think more than that was claimed. I do not know 
if 

The CuarrMANn. You will have that in the list? 

Mr. ANSHEN. I certainly will. 

(See attachment E, appendixes.) 

Senator Martone. Mr. Chairman, if you take the claimed require- 
ments for export, and break it down just as you have for domestic 
supplies, you could do that for this record. 

Mr. ANsHEN. I would be glad to do that for you. 

(See attachment E, appendixes.) 

Senator Matone. Now, then, Mr. Chairman, we do know that 
there are steel plants under construction in Colombia, I believe, in 
Chile, and other projects of like nature contemplated in South 
America and in Europe. I read quite an article in a recent Sunday 
supplement that there is a ol power project being constructed at 
the present time, I believe it is, im Switzerland, but it is one of the 
European countries. You know there are several of them, France 
has a very important program. 

T had a 3-hour discussion with a gentleman whose name I cannot 
remember now, but they call it his plan in France. This was in 1947. 

Senator ANDERSON. Jean Monnet. 

Senator Matone. Yes; that is right. His brain worked faster than 
anyone I have ever seen. I suggested afterward he should have a 
stream of cold water running across it. It might burst into flame. 
But all aa power plants, transmission lines, and projects were to be 
paid for by the American taxpayer, and they would own them in fee 
simple when they were constructed. That was one thing on which we 
did not agree, but the Marshall plan made it possible. 

I think it would be very interesting if you would just give us this 
whole picture there as to where these projects are under construction 
in Europe and South America. You will undoubtedly have to have 
that information in order to study and decide whether it is important 
or not; is that right? 

ir. ANSHEN. Much of that information, of course, is in the hands 
of the two principal export agencies, the Economic Cooperation 
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Administration and the Office of International Trade of the 
partment of Commerce. 

Senator Matone. Is it available to you? 

Mr. AnsHEN. Yes; all of it is available. 

Senator Martone. Would you furnish it for the record? 

Mr. ANsHEN. Yes. 

The Cuarrman. And the import of steel. 

(Attachment F of the appendixes contains a discussion of the im- 
port-export balance in steel.) 

Senator Martone. And then, could we get more information on 
what we call the black market? It is very well known around New 
York—I have had several people tell me about it—that they can get 
plate, tubular steel from, I believe they mentioned, Belgium and 
Luxemburg, and probably other places, but they must pay a premium 
of 30 or 60 percent, around 130 or 140 dollars a ton. 

If we are building these plants for the foreign nations, and we have 
now for 3 years been enlarging them, and they are selling the product 
back here on the black market—and they are selling it, there is no 
question about that—we should know who is profiting from the 
transactions. There is no question in my mind that such sales are 
being made, because they are reliable people who have referred the 
situation to my office—it seems to me that there ought to be a review 
of this whole situation, and any steel then that they produce there 
they are in this war the same as we are, in it theoretically, at least, 
mostly theory, I must admit, but they should not bootleg the product 
of the plants financed by us back to our taxpayers. 

However, at the same time, it is a United Nations buildup. Why 
would it not be possible to get the capacity of these plants, the amount 
of export they have available in all of Europe, and add it to the total 
requirements for national defense, and allocate all of it in the same 
manner as we are allocating our own? Is that a fair question? 

Mr. ANSHEN. It is, and we are trying to do that particular kind 
of thing right now. The National Production Authority has just 
taken action to encourage the use of imported steel by American 
manufacturers. 

Senator Martone. I then ask you this further question. Do you 
have any control over this black-market steel from Europe which was 
financed by our own taxpayers? 

Mr. Ansuen. Do I personally, sir? No. 

Senator MaLone. Lam not talking about you. Iam talking about 
whom you represent. You represent the Government of the United 
States, do you not? 

Mr. AnsueEn. It is the responsibility of the National Production 
Authority to see that all the steel that is produced gets into the hands 
of the user when they ought to have it. 

Senator Matone. Who is the head of the National Production 
Authority? 

Mr. Ansuen. Mr. Manly Fleischmann. 

Senator MAaLtonr. Maybe we should have Mr. Fleischmann here. 
He seems to have deve ‘loped into a very important personage. If he 
is keeping track of the foreign steel which we know for a fact i3 being 
imported into this country, we had better get him up here. 
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The Cuarrman. Of course, the immediate objective of this session 
was to analyze the allocation of steel to the petroleum industry. At 
another occasion, | would be very glad to go into that matter. 

Senator Matone. Mr. Chairman, I would like to point out to you 
that this pipe is available to anybody who can pay the price, and | 
think I could get the people here to whom it has been offered, but 
maybe I would embarrass someone by asking him to come before the 
committee and tell you how it has been offe red to him. 

Mr. Chairman, I think it is important to have the man here who is 
responsible for the information as to the capacity of these plants. 

The CuarrmMan. I am very glad to be able to advise the Senator 
that I have been in communication with Mr. Fleischmann at the 
opening session of this meeting. Before the Senator arrived, I called 
attention to the fact 

Senator Martone. Not before I arrived today. I do not think you 
called attention to anything, because I was waiting when the chairman 
arrived. 

The CHairman, Not today, no. That there was a gray market 
in steel. I referred to the Wall Street Journal of Wednesday, June 
21, 1931, 

Senator Martone. When did you refer to that? 

The CuarrmMan. At one of the original meetings. 

Senator Matone. Yes, but not today. 

The CuarrMan. Not today, no. 

Chicago: The price of gray- and black-market steel is softening. Premium- 
market prices still have a long way to drop before they approach mill or ware- 
house levels, but current quotations are as much as 40 percent lower than they 
were a month ago in the big Midwestern steel fabricating centers. 

During recent months of steel shortages, perhaps 5 percent of the steel con- 
sumed in the country has reached manufacturers through extraordinary channels 
at high prices. Some prices commonly called gray market have been merely 
higher than the prices at steel milis or warehouses. Others, the black market, 
have been above ceiling prices. Steel men feel that the fact they are now showing 
signs of weakness here in the Midwest is particularly significant. 

I had inquiry made this morning shortly after this session started, 

and I am glad to report that the Enforcement Division of the OPS 
has been looking into the problem of the black market. It was 
reported to me by Mr. Walter H. Dupka, who is Chief of the Steel 
Pricing Branch, Office of Price Stabilization, that the situation today 
is definitely better than it was a few months ago, and will continue 
to get better. 

Mr. Dupka then described the sources of black-market steel as 
follows: First, a legitimate user. The producer who is almost never 
guilty of black market, he said. A legitimate user has more of a 
given type of steel than he needs, and so disposes of it to a broker 
who disposes of it to another broker, et cetera. This repeated selling 
of steel is the second source of the black market. Service charges 
which, on their face are often legitimate will often double the price of 
steel before it gets to an end user. 

A third source of the black market is imports. It is much harder 
to keep track of imported steel. However, this situation will be met 
in part by the new warehousing regulations which will be issued as 
soon as Congress enacts the new controls bill. 

I am sure the committee will be very much interested, of course, in 
finding out any and every source of black-market operations in steel. 
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Senator Matong. Mr. Chairman, coming back to Mr. Fleischmann, 
I have crossed his trail a lot of times. Nearly every inquiry that 
comes in, the man to see is Mr. Fleischmann, so it seems to me, in 
view of these sources of the black markets which may not have been 
entirely clear even to the Chairman of the Program Requirements 
Committee, they do affect very clearly the supply of steel to the 
important users, and we think petroleum is important, and certainly 
the black-market tubular steel is at this moment available in New 
York to anyone who will pay the price. It would be very important 
if Mr. Fleischmann knows about that, and I should think we should 
have him here. 

The Cuarrman. If I may, I would like to have Mr. Brown make 
such comment as he cares to make upon the need of the petroleum 
industry for steel. I invite Mr. Brown to make such comment as he 
cares to make on the presentation which has been made here this 
morning, and in due course, I would like to know, Mr. Anshen, whether 
or not there is any disagreement between your group and Petroleum 
Administration for Defense, first with respect to the possibilities of 
producing petroleum in the United States, and the necessity for doing 
that, and sec ondly, with respect to the requirements of steel to do the 
job. 

Mr. Brown. Senator O’Mahoney, I do not think that there can be 
or is any difference in the opinion between us on the subject of figures. 
The figures, as he says, are arithmetic. 

Much of the data that was included in the Secretary’s statement 
originated in a letter that our Director of Materials wrote to Mr. 
Anshen, so he is fully aware of our figures. 

There is one thing I would like to say. Iam sorry that it did not 
come out in his testimony. I know that this is in no way contradic- 
tory of anything he said, but it might clear up one big question in the 
minds of the committee. 

I sat in the Program and Requirements Committee when Mr. 
Anshen’s predecessor ran it, Mr. Wampler, and I know, and I know 
Mr. Anshen will concur, that the fundamental thing they were trying 
to do was to give to important industries in defense supporting pro- 
grams 85 percent as much steel as they had used in the first quarter 
of 1950. 

Now, in the final go-around of tailoring of things, they might have 
ended up slightly different than that, but that was their original ob- 
jective, to give 85 percent. 

It happened in the petroleum industry, as it probably did in others, 
that the first quarter of 1950 is a very poor quarter to use. They had 
to pick some quarter, but during the cold weather you do not lay pipe, 
and the actual requirements of the petroleum and gas industry are 
in its low ebb in the first quarter and the last quarter, and the high in 
the second and third quarter. 

That is the reason why we ended up on their allocation with 73 
percent as much steel as we used in the average of the first half of 
1950, whereas they were working, they thought, on giving us 85 per- 
cent as much as we had used in the first quarter of 1950. 

I am sorry Senator Anderson is not here to hear that, because I 
could see that same thing was bothering him. It is not that Mr. 
Anshen and I are arguing about different numbers, that I say 73 per- 
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cent and he s@ys a higher percent. They used the first quarter of 1950 
as a base. 

I would like also to say that when that decision was made, that I 
told Mr. Wampler, in the presence of Mr. Anshen and Mr. Pratt 
Rather, who is here with me, that if we could not do any better than 
that, it was just a short time until we were going to have to ration oil 
and gas, and, as you know, we are already getting to that point. 

The Cuatrman. Is there any agreement between you as to the 
increased production of plate which is taking place? 

Mr. Brown. Just this difference, Senator. I checked with our Mr. 
Watts, head of our Materials Division, who told me that he did not 
know of any conversions thet had actually been made of strip to plate. 

The Secretary did not quite say that, because we do not know 
everything. He said few if any conversions of steel-rolling mills 
from strip to plate have occurred. Mr. Anshen says they have 
occurred, and that is news to me, frankly. 

Mr. AnsHEN. May I produce the facts at this point? The Ameri- 
can Iron & Steel Institute, which is the official statistical reporting 
agency for the industry—it is not a Government agency; it is the 
industr v’s trade association, in effect—reported for the fourth quarter 
of 1950 the production of plates on strip facilities of 60,000 tons. 

I have before me an estimate from the National Production 
Authority’s Iron and Steel Division which says that in the fourth 
quarter of 1951 the production of plate on strip-mill facilities will 
probably be about 220,000 tons as against 60,000 tons one year ago. 

Mr. Brown. There is nothing inconsistent. We said it had not 
happened, and the ‘y are saying it is going to happen. 

The Cuarrman. May I interrupt to ask who is the head of the Iron 
and Steel Branch of National Production Authority? 

Mr. Ansuen. Mr. Richard Sentner. 

The Cuarrman. Thank you. 

Mr. AnsHEN. In the second quarter of 1951, to go on with the 
answer to Mr. Brown’s objection, I have a report of the production 
of 200,000 tons of plate on strip-mill facilities. Most of the increase 
therefore took place between the fourth quarter of 1950 and the 
current time, and does not represent a sudden increase in the fourth 
quarter, although we are pressing for further conversion. 

Mr. Brown. How much could you convert, do you suppose? 

Mr. Ansuen. I do not know, sir. It depends on two factors. One 
is the production of tin-mill products, tin cans. That production 
has been the subject of two contrasting forces, one trying to push it 
up, one trying to pull it down. On the one side we have an enormous 
expansion of agricultural production, perishable fruits and vegetables, 
among other things, and we feel that we cannot permit those crops 
to rot because they cannot be packed. 

On the other side, the National Production Authority has issued a 
conservation order which is designed to cut back on the uses of tin 
cans for nonperishable-food purposes. 

Now there are limits as to how fast they can do that, because 
when they cut back, they are saying in effect that manufacturers 
must put their products into other types of containers, into glass 
bottles, for example. It takes quite a while to step up the product tion 
of glass bottles, and longer to set up new production lines in the 
manufacturers’ plants to fill those bottles. You do not use the same 
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equipment to fill tin cans that vou use to fill bottles. We are pressing 
that as hard as we can, and NPA is meeting continuously with the 
industries concerned to speed that conversion. 

The other fact which directly relates to this potential rate of 
conversion from strip production to plate production is the level of 
activity for all the industries which use strip steel, and as fast as we 
can push them down safely—and remember there is more than 
consumer goods involved, although they are an important factor— 
we are forcing a conversion. 

You must also bear in mind, as I told you earlier, that you do not 
get ton for ton when you make plates on strip mills, but I would like, 
if you are interested in the problem, to consult with Mr. Sentner and 
to furnish you an additional report. Again, | am not a steel expert. 
He is. We rely on his staff for advice on that subject. 

The Cuairman. When you say we are forcing conversion, you 
mean that National Production Authority is? 

Mr. ANsuEN. Yes, sir, and we are urging National Production 
Authority to deal with the industry to foree the conversion. That is 
one of our responsibilities, and one of the responsibilities of the 
Requirements Committee of which Mr. Brown is a member. 

The CuatrmMan. Do you have any doubt about the petroleum 
productive capacity of the United States’as presented by Petroleum 
Administration for Defense? 

Mr. AnsHeN. Any doubts, sir? 

The CuHarrMAN. Yes. I mean, you recognize that we can increase 
the supply of petroleum in the United States if we have the steel. 

Mr. ANSHEN. Yes, sir. 

Mr. Brown. May I interrupt? I may be supplementing Mr. 
Anshen, and maybe I should let him do the talking, but I would like 
to remind you that the Defense Production Administration did en- 
dorse the petroleum program to Mr. Wilson; so 1 am answering 
that they do agree with us. They have said so in the meeting he 
had with the defense supporting programs when Defense Production 
Administration filed all of its staff reports. They recognized then 
the need for our program. 

Mr. Ansuen. I do not think there can be any argument about 
the importance of the petroleum program. 

The CuHairMaNn. It is agreed then that we ought to produce this 
oil if we can. 

Mr. AnSuEN. If we can, sir. 

The CuarrMan. That is right. 

Senator Butter. Mr. Chairman, I think this question to Mr. 
Anshen might be helpful at the moment. You read just a moment 
ago from the Wall Street Journal. 

My attention has been directed a number of times to reports in the 
Wall Street Journal to the effect that an increased output of steel 
mills is objected to by the industry itself, on the theory that if they 
go ahead and meet these demands of the moment, and the crisis is 
over ultimately, why, they will be left out on the end of the limb 
with a big increased capacity, and no place to go with it. 

Has any situation like that developed, or are you getting increased 
capacity and cooperation for increased capacity on the part of the 
industry? 

Mr. ANsSHEN. We are getting increased capacity and cooperation. 
This year we have an estimated production of about 107 million ingot 
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tons. That contrasts with the product tons figure we were using 
earlier. When you convert an ingot to finished steel, you lose ton- 
nage. 

Senator Martone. About 80 million tons. 

Mr. AnsHen. Approximately, sir. We hope to reach 120 million 
ingot tons by mid-1953. That is part of the basic expansion pro- 
gram which Mr. Wilson has approved, and which is now being car- 
ried forward. And, incidentally, part of the increase in steel produc- 
tion from the third quarter to the fourth quarter represents a contribu- 
tion of that part of the expansion program which is currently coming 
into production. 

Senator Burter. I want to stress again the importance, I think, of 
permitting the increased capacity out in the Central West where 
there is going to be a demand right along. 

Mr. Ansuen. The placing of that capacity, sir, is the responsibility 
of the Iron and Steel Division, and the Facilities Bureau of the Na- 
tional Production Authority. We urge them to expand the goal. We 
help to make the goal. We do not deal directly with the industry in 
the Defense Production Administration. 

The Crarrman. With the agreement that has been reached here 
between Defense Production Administration and Petroleum Admin- 
istration for Defense with respect first to the necessity for the petro- 
leum production expansion, and its possibilities, and secondly, with 
the amount of steel which it ought to have, and the agreement that 
steel plate should be expanded, it seems to come down now to this 
issue: 

What rating of priority is Defense Production Administration go- 
ing to give to the minimum requirements of Petroleum Administra- 
tion for Defense for steel, for country goods, and for line pipe? 

I say, the minimum request, because there seems to be no dispute 
that the Secretary of the Interior and Mr. Brown have reduced their 
estimate of the amount of steel needed by Petroleum by 250,000 tons 
for the fourth quarter. 

You nod affirmatively to that. 

Mr. AnsHen. They have done that, that is right. 

The CrarrMan. It is clear from the statements which you have 
given us, and from the reports of the facts which are contained in the 
Wilson report, that in many other of these industries the demand has 
been larger than the average use in 1950. Petroleum seems to be the 
only industry which is essential to the national defense which has been 
cut back in its allocation of steel. 

Mr. AnsHEeN. May I comment on that, sir? 

The CHaArrMan. Yes, surely. 

Mr. AnsHEen. What you say is true, but you must also bear in mind 
that petroleum and natural gas were eperating at a very high level in 
1950, whereas many of these other very important demands were not 
at a high level in 1950. 

In lifting them at a more rapid rate than petroleum, we have not 
the slightest intention of saying they are more important or more 
urgent, but we do have to consider the balanced needs of the whole 
defense program. 

The CHarrman. May I say to you, sir, that I think that that is 
irrelevant, because the goal which has been set of 1 million barrels 
more of oil per day production was set in full knowledge of what the 
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activity was in 1950, and you, Defense Production Administration and 
Mr. Wilson, the Munitions Board, and Petroleum Administration for 
Defense all agree to that. 

Mr. AnsueEn. That is right, sir. There were also established goals 
for many other important resources. The same Secretary of the In- 
terior has approved a program for electric-power expansion which he 
has agreed to with the Administrator of the Defense Electric Power 
Administration, and for the expansion needs of the Defense Minerals 
Administration which he has agreed to with Mr. James Boyd, and 
similarly in other parts of the economy. 

It is not until you put those expansion goals down on paper at one 
time and add them up, that you sudde nly realize they call for more 
steel than you have. 

The CuarrMan. But it still remains that during the third quarter 
of this year, petroleum was the only essential defense commodity that 
was cut below its 1950 use. 

Senator Matons. Mr. Chairman, the Secretary of the Interior 
made a very important contribution to this committee, I think, when 
he pointed out there was no shortage of oil. It was a matter of trans- 
portation and refinery capacity which was causing the current shortage. 

I did ask a question earlicr, and I wonder if it could be answered 
now, how long it would take if the steel were available for the additional 
necessary refining capacity of 1 million barrels, how long it would take 
to complete it, or put it in operation, or a substantial part of it. 

Mr. Brown. In peacetime it takes a minimum of a vear to buiid a 
large refining unit. Our experience in World V ar IT was that it took 
nearly two years. We are somewhere in a twilight zone here, and I 
imagine it would take about 18 months to finish one. 

Senator Malone. After you have been allocated the definite amount 
of steel that you would need, and assured that you could get it, it 
would take 18 months? 

Mr. Brown. Part of that 18 months is devoted to engineering, so 
if they have any assurance at all they will get the steel, they can 
get part of the 18 months out of the way. 

Senator Matonr. I am speaking of this date. 

Mr. Brown. From this date, 18 months. 

Senator Matonr. Mr. Chairman, it is a very interesting sidelight 
that they had to have the production bill extension before they could 
find out about the foreign steel imports, and to control this form 
of holding up the domestic users in the purchase of a product which 
as taxpayers they have first financed. 

I have always been given to understand that the complete records 
of imports were available at the customs, and that plenty of authority 
has been granted to determine just what is happening to these imports 
I do not understand, Mr. Chairman, that you need the extension 
of the price control bill or in fact any bill to secure such information. 

The CuarrMan. You are quite right. 

Senator Martone. Thank you. 

The Cuarrman. I think that unless Mr. Anshen cares to make 
any further statement now—— 

Mr. AnsHEN. I would like to make only two brief statements if 
you have the time, sir, and I will keep them very brief. I do not 
want the record to indicate that I concurred completely in Mr. 
Brown’s statement. 
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I certainly concur in his statement of the importance of the petrol- 
eum industry, and in your description of it. Believe me, we have 
no misunderstanding on that point. 

Mr. Brown, however, made reference to an 85 percent of first 
quarter operation in the third quarter. I think that may have left 
a somewhat erroneous impression in the minds of some of the people 
hearing the statement. 

We had to achieve a balance. We had to try to achieve that 
balance by recognizing where, in the combined judgment of all the 
brains we could bring to bear on this situation, an advance in pro- 
duction was necessary. 

In general, it is true that we thought of most of the industrial 
segment of this economy operating at something like an 85 to 90 
percent of first-quarter rate, but we by no means thought in terms 
of putting any such flat horizontal cut across the American economy. 
I can imagine no more ridiculous way to tackle the problem of bal- 
ancing our resources to meet defense needs. None of us placed such 
a ruler across requirements. It did occur, as a resuit of our judg- 
ment, that through many parts of the industrial economy we came 
out somewhere at that level, but we put machine tools at 140 percent 
of the first-quarter rate, and many types of important industrial 
components, like ball bearings, at 105 percent, as Mr. Brown well 
knows, because he took part in making that decision, and we took 
other parts of the economy and brought them down to much lower 
rates, to wit: consumer durable goods, and passenger automobiles, 

The 85-percent horizontal cut was nothing that any of us con- 
templated. It is not the way to deal with that problem. The only 
other point I want to make, in two sentences, is that in all of these 
issues you deal with choices. If we give more steel to petroleum, we 
have to take that type of steel, whatever it is, away from some other 
important use, and we have to balance as best we can these relative 
needs in the defense program, It is a matter of judgment. It is a 
judgment that we make with the cooperation of all of the people that 
we can bring to help us with them. 

The third-quarter pregram represented such a balanced judgment, 
and before it was finalized, it was reviewed, as I said earlier, of course, 
by all the members of the Requirements Committee, none of whom 
for his own area would say with confidence, ‘This is all I need.” 

It wasn’t. It was less than they stated they needed. It was the 
balance that we could underwrite with our supplies of steel. It was 
reviewed at the highest level by Mr. Wilson and his advisers, and all 
agreed it was a reasonable program. 

The CuHairnman. When your requirements committee meets— 
Mr. Brown is a member of that committee, of course—he will be 
there, and it will be at that session, I assume, that you will come to 
the conclusion as to the recommendation that you will make as to 
priority among these various uses? 

Mr. Ansuen. Not priority, sir. We do not place any one of these 
in any sense in a preferred position, with a right to place preferred 
orders at the mills. They all stand on the same footing. What we 
do is decide the size of the program by the amount of steel allotted. 

The Cuarrman. Well, I think I will still use the word “priority.” 
By it, I mean you must inevitably come to a decision as to priority 
when you choose to take steel away from one industry and allocate 
it to another, when you choose to reduce the amount of steel which is 
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allocated to one industry below that which it was getting before you 
began to operate. 

That is what I mean by “priority.” It is essential; it is an integral 
part of the decision that you must make. 

Mr. Ansnen. Mr. Chairman, I did not mean to challenge your 
use of the word “priority,” but there is a distinction I want to make 
clear. If you were disposing of your family’s budget, and you were 
deciding to put out a for the purchase of a new car this year, 
and set aside, let us say, $50 for dental expenses, it would not be 
because you thought the new car was more important than the 
dental expenses, but you were making a balanced budget, and that 
is what we try to do. We do not mean to appraise the urgency in 
terms of whether we give more or less. 

The CuarrMan. I do not wish to get into a discussion of semantics 
with you, Mr. Anshen. 

Mr. Ansuen. I do not either, sir. 

The Cuatrman. The problem is petroleum, a most essential eom- 
modity for defense. Are we going to get it in a turbulent world in 
which foreign supplies are being cut off, or are we not, and what weight 
does Defense Production Administration give to the Iranian crisis, 
and the capacity of the United States to produce necessary oil without 
which airplanes cannot run, ships cannot sail, or tanks operate in line 
of battle, or in line of training. 

Your whole military program depends upon this liquid fuel, and if 
you should decide upon a question of semantics that you are not going 
to give petroleum the allocation of steel that it needs to supply the 
fuel for war and training for war, I think it would be a very serious 
decision against the public interest. 

Senator Matong. Mr. Chairman, first I would like to congratulate 
the chairman of this committee on the intelligent way, and his under- 
standing of the way they have decided to do the job. He has shown a 
thorough understanding of his job. I would like to suggest, Mr. 
Chairman, however, that Mr. Fleise *hmann be called since he is the 
last word. I suppose this will be the closing of the hearing? 

The CuatrmMan. Oh, no. We are going to keep our eyes on this 
matter. 

Senator Matone. I mean of calling further witnesses? 

The CHAIRMAN. No, not at the moment. 

Senator Matone. If we are not going to call Mr. Fleischmann—— 

The Caatrrman. Mr. Fleischmann has just been confirmed. He is 
now in the position of head of Defense Production Administration and 
National Production Authority, and I would like to give him a little 
opportunity to fit himself in to the two duties before calling him up. 

Senator Matone. Mr. Chairman, Mr. Fleischmann has been over 
there for 6 or 8 months. 

The CHarrMAN. Yes, but in a different capacity from that which 
he now fills. 

Senator Matone. In any case, the final authority has been given 
to him, so if we are not going to call him, could we have the chairman 
confer with Mr. Fleischmann and find out something about the amount 
of this steel that is being imported, including the types of steel, and 
the conditions under which it is coming in? Could we have the chair- 
man confer with Mr. Fleischmann, and furnish a supplementary state- 
ment? 

The Cuarrman. I will be very glad to ask him that. 

(See attachment F.) 
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Senator Matone. Let me say, too, it has been very interesting to 
me that you have stepped up machine tools 140 percent, the allocation 
of steel to the machine-tool industry, and ball bearings 105 percent. 
This seems to me the heart of the picture. 

For 3 years there have been numerous trade treaties between the 
European countries to which we are furnishing steel, we are furnishing 
finances, we are furnishing the sinews of the industry, and the last 
report that I made to the Senate there were 96 known treaties with 
16 Marshall plan countries, furnishing large amounts of machine 
tools, ball bearings, electric equipment, and all such materials to 
Russia and the iron-curtain countries needed to consolidate their 
gains and to fight world war IIT with us. 

Now, if Mr. Fleischmann or any of your staff inquires into this 
matter, it seems to me that since the availability of ball bearings, 
machine tools, plate steel, and all types of scarce materials that are 
being manufactured in your 16 nations and being shipped to our 
potential enemies, that since they are very reluctantly agreeing to 
allow us to protect them from Russia, that we should look into this 
matter very closely. 

I read a “paragraph from a book written by the brains of England 
that says we are going to furnish them all the materials they “need 
free, anyway, and it does not make much difference in their standard 
of living whether they prepare for war or not: 

But would it be possible for you to inquire into this matter and see 
what is going on, and see if it would be possible to get some kind of a 
statement as to the over-all production of the kind of steel needed in 
the defense set-up in Europe, where it is going, its availability to us, 
and the so-called combination of nations that feel they might be 
attacked by Russia. 

The trade agreements between Europe and Russia, and the materials 
still going to Communist China through Hong Kong, and Singapore, 
should be inte résting to this committee. Only this morning the news 
dispatches carry the word that the President of the Security Council 
has eliminated India from the Kem-Malone-Wherry resolution passed 
by the Senate and the House, prohibiting shipments of such materials 
to Russia and the iron-curtain countries by the nations that we are 
assisting, or at least cutting off our assistance to such nations, and 
that India is being eliminated by action of the Security Council of the 
U. N., with the approval of the President of the United States. 

India is the Nation that put an embargo on manganese coming into 
this country. It is well known they have more manganese than they 
can use in a hundred years, and supply us, too, and certain other 
materials, including hemp which we do not produce. 

It would be very interesting to have this information. And if 
the committees do not have the authority to do it, it might be some- 
thing to take up in a legislative way. 

Would it be possible “for you, Mr. Anshen, to work through Mr. 
Fleischmann and through your set-up and furnish such information 
to the committee. 

Mr. ANsHEN. I will try to do so. 

Senator Matone. Thank you. 

The CuarrMan. The committee will stand in recess until the call 
of the Chair. 

(Whereupon, at 12:50 p.m., the hearing was adjourned, subject to 
the call of the Chair.) 
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APPENDIX 


DEFENSE PropuctTION ADMINISTRALION, 
Washington 25, July 31, 1951. 
Hon. Jossrpu C, O’Manonky, 
Chairman, Committee on Interior and Insular Affairs 
United States Senate, Washington, D.C. 

Dear Suxnaror O'’Manoney: The enclosed material is supplied in response to 
requests for additional explanations and data originating during my testimony 
at the July 19 hearing held before the Committee on Interior and Insular Affairs 
on the subject of the steel allocation to the Petroleum Administration for Defense 
in the third quarter, 1951. IL regret the delay in furnishing this material. For 
the past 3 weeks, the staff of the Office of Program and Requirements has been 
occupied with the fourth quarter allocations of controlied materials and, in view 
of the importance of this assignment, it appeared to be undesirable to detail 
more than one staff member to collect from our files, from several of the claimant 
agencies, and from the Iron and Steel Division of the National Production 
Authority the information and statistical material requested. I am glad to be 
able to place this material in your hands at this time. 

Attachment A contains summary biographical material for the members of the 
Requirements Committee and the Program Adjustment Committee. The follow- 
ing committee members are represented: 


’ 


Requirements Committee: 
Melvin Anshen, chairman 
James Boyd, mines and mining 
Bruce K. Brown, petroleum and gas 
Frank R. Creedon, construction 
Manly Fleischmann, industrial production 
Gus F. Geissler, agriculture 
Frank P. Graham, labor 
G. Griffith Johnson, economic stabilization 
Delos W. Rentzel, transportation 
J. J. Scanion, vice chairman 
Richard D. Searles, publie utilities 
J. D. Small, military 
Willard L. Thorp, foreign policy 
Lewis Allen Weiss, civilian requirements 
Program Adjustment Committee: 
Karl Anderson, Office of International Trade 
Dean O, Bowman, industrial production 
Leslie P. Doidge, civilian requirements 
James B. Eckert, economic stabilization 
James. F. Fairman, public utilities 
LD. A. Fitzgerald, Economic Cooperation Administration 
Robert C. Goodwin, labor 
John L. Haynes, construction 
Philip A. Hollar, transportation 
C. W. Middleton, military 
H. A. Montag, mines and mining 
J. J. Scanlon, chairman 
John H. Stambaugh, agriculture 
F. A. Watts, petroleum and gas 
W. J. Zepp, Canada 


Attachment B is a table showing requirements and program determination 
allotments in detail for the third quarter. In connection with this table, I should 
like to draw attention to the fact that the third quarter was the first time we under- 
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took to collect requirements data for the entire economy. The staffs of the 
participating agencies were inexperienced and were compelled to work with 
inadequate statistical material, since our Government does not collect in time of 
peace the data needed by the defense agencies in a period of national emergency. 
One result of this circumstance was that the initial submission of requirements 
was full of errors, duplications, and omissions. In many instances, requirements 
as originally submitted were later substantially inereased by informal amendments 
developed through staff conferences. This will explain several instances in which 
requirements as stated (based on formal submissions) were smaller than allotments 
ultimately made by program determination. In all these cases, staff conferences 
developed substantially higher requirements than appeared in the original formal 
documents. 

Attachment C presents a table showing carbon steel plate requirements for the 
fourth quarter, 1951. It should be noted, in connection with this table, that the 
stated plate requirements for the Petroleum Administration for Defense include 
very heavy tonnage which PAD claims for as large diameter pipe but which in- 
pacts on steel producers in the shape of demand for plate. 

Attachment D presents a statement on steel scrap, with particular reference 
to the question raised by Senator Malone about a possible flow of scrap from 
Korea to Japan. 

Attachment E contains tables showing foreign requirements for steel in the 
fourth quarter, 1951. In connection with these tables, it is worth pointing out 
that both ECA and OIT undertake a considerable screening job prior to the 
submission of requirements to the Defense Production Administration. 

Attachment F contains a discussion of the import-export balance in steel, 
together with detailed tables showing steel imports and exports by countries for 
the year 1950 and the first quarter, 1951, and United States imports of fabricated 
products. 

I hope that this material supplies the gaps in my testimony before your com- 
mittee. I shall be glad to assemble any further data that you may find helpful. 

Very truly yours, 
MELVIN ANSHEN, 
Acting Deputy Administrator for Program and Requirements. 


ATTACHMENT A 


Melvin Anshen, Acting Deputy Administrator for Program and Requirements, 
Defense Production Administration 

Mr. Anshen was born in Boston, Mass. He is a graduate of Harvard College 
and the Harvard Graduate School of Business Administration, 

From 1937 to 1951 he was a member of the faculty of the School of Business, 
Indiana University, with frequent periods of leave to take other assignments. 

He served on the staff of the War Production Board from 1942 to 1946, first 
as Deputy Director of the Controller Division and later as Director of the Research 
Coordination Staff. 

In 1947 he was a visiting lecturer at the Harvard Graduate School of Business 
Administration, and in 1950 he held an appointment as visiting professor at the 
Graduate School of Business, Stanford University. 

In 1948 and 1949 he was a consultant to the National Security Resources 
Board, and in 1950 he served in the same capacity with the National Production 
Authority. He has been with the Defense Production Administration since 
February 1951. 


James BPoyd, Administrator, Defense Minerals Administration, Department of 
Interior 


Born in Kanowna, western Australia, Mr. Boyd was educated both in England 
and the United States, receiving a B. 8S. degree in engineering and economics from 
the California Institute of Technology in 1927. Awarded a master of science by 
the Colorado School of Mines in geophysies, he received his doctor of science from 
the same school in geology. 

After serving 2 vears as field engineer with the Radiore Co., Mr. Boyd was 
engaged as instructor by the Colorado School of Mines, and later, after World 
War II, was appointed dean. 

During World War II, he served in both this country and Europe, attaining 
the rank of Colonel. In 1943-44, he served in the Office of the Director of 
Matériel, Headquarters Army Service Forces, in Washington, and was the United 
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States Army representative on the program adjustment committee of the War 
Production Board. 

In 1945, Colonel Boyd was sent to Europe to direct the activities of the Produc- 
tion Control Agency under GS—4 of the Supreme Headquarters of the Allied Expe- 
ditionary Forees, and also the Industry Division of the Office of Military Govern- 
ment. He remained in Germany until the summer of 1946, returning then to the 
Colorado School of Mines. 


Rruce K. Brown, Deputy Administrator, Petroleum Administration for Defense, 
Department of Interior 

Mr. Brown was born in Columbus, Ohio. He graduated from the University 
of Illinois where he received his bachelor of science and master of science degrees. 

He was associated with the Burgess Laboratories, Madison, Wis., and the 
Commercial Solvents Corp. as a research chemist and patent expert. Durin 
practice of chemical patent law he was admitted to the Indiana bar, and I: 
the bar of Illinois and the District of Columbia, and admitted to practice 
the United States Supreme Court. 

He joined Standard Oil Co. (Indiana) in 1929, and later was named general 
manager. In November 1941, he was called to Washington and served during 
the War in the Office of Petroleum Coordinator for War, later changed to Petrol- 
eum Administration for War. 

In 1947 he was elected president of Pan-American Petroleum Corp. He became 
president of Pan-Am Southern the following vear, and resigned this position in 
1950 to become Deputy Petroleum Administrator of the Petroleum Administration 
for Defense. 

He is the author of a number of papers in technical and trade journals, largely 
on plastics, lacquers, solvents and pigments. 
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Frank R. Creedon, Assistant Administrator, Facilities and Construction Bureau, 
National Production Authority 

Mr. Creedon was born in Brockton, Mass., and is a graduate of the Massachu- 
setts Institute of Technology. 

He has had an extensive background as a construction executive. In 1942, he 
directed the Government construction program for ordnance and chemical 
warfare plants, and later became Deputy Rubber Director in charge of construc- 
tion for the synthetic rubber program. In 1944 and 1945, Mr. Creedon was con- 
struction manager for Stone and Webster Engineering Corp., in charge of con- 
struction of the atomic bomb plant at Oak Ridge, Tenn. After that project was 
completed, he served for a year and a half as Federal Housing Expeditor. In 
1948, the General Electric Co. named him construction manager in charge of 
design and construction of the atomic bomb plant at Hanford, Wash., a post he 
held until coming to NPA in November 1950. 


Manly Fleischmann, Administrator, Defense Production Administration and Na- 
tional Production Authority 


Mr. Fleischmann was born in Hamburg, N. Y., and is a graduate of Harvard 
University and the University of Buffalo Law School. 

He is a senior member of the law firm Fleischmann, Auspurger, Henderson & 
Campbell of Buffalo, and for the past 24% vears has operated the Sterling Engine 
Co. of Buffalo as receiver appointed by the United States district court. 

He first entered Federal service in April 1941, serving until August 1943, as 
Assistant General Counsel of WPB and its predecessor agencies. He served with 
the United States Navy, assigned to the Office of Strategic Services, from August 
1943 to September 1945. 

Following his military service, Mr. Fleischmann served for several months as 
General Counsel for the Foreign Liquidation Commission in the Department of 
State. He resigned in February 1946 to return to private law practice. 

Mr. Fleischmann is a lecturer on international law at the University of Buffalo 
and is a former president of the Buffalo Council on World Affairs. During the 
Summer of 1950, he was Consultant to the ECA on Asian problems. 


Gus F. Geissler, Administrator, Production and Marketing Administration, Depart- 
ment of Agriculture 

Mr. Geissler, who owns and operates the grain and livestock farm near Medina, 

N. Dak., where he was born, has a broad background of experience not only in 


agricultural production but also in the management of cooperative farm businesses 
and in public administration. 


87663—51 
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He attended Jamestown College in North Dakota and is a graduate of an Iowa 
business school. 

Starting as a community committeeman in 1933, under the original Agricultural 
Adjustment Administration wheat program, Mr. Geissler has held various posi- 
tions since that time in the AAA and other agencies of the Department of Agricul- 
ture. Mr. Geissler came to Washington in 1941 as Assistant Director of the AAA 
Western Division, and was named Director of that Division in 1943. Appointed 
Manager of the Federal Crop Insurance Corporation in April, 1946, he headed 
this agency until his selection in April, 1951, for his present assignments as 
Administrator of the Production and Marketing Administration and President 
of the Commodity Credit Corporation. 


Frank P. Graham, Administrator, Defense Manpower Administration, Department 
of Labor 

Mr. Graham was born in Fayetteville, N.C. He is a graduate of the University 
of North Carolina and of Columbia University, and holds honorary degrees from 
several other universities. 

From 1930 to 1950, he was president of the University of North Carolina. He 
has held important positions in a number of national organizations, including 
service as Chairman of the National Advisory Council on Social Security, member 
of the National Emergency Council, and member of the President’s Committee 
on Education. He was Chairman of the Public Hearings Committee of the 
President’s Labor-Management Conference in 1945, member of the Maritime 
War Emergency Board from 1942 to 1946, United States representative on the 
Good Offices Committee of the Security Council of the United Nations on Indo- 
nesia from 1947 to 1948, and Special Advisor to the Secretary of State on Indo- 
nesian Affairs in 1948. He was, by appointment, United States Senator from 
North Carolina from 1949 to 1950. 


G. Griffith Johnson, Economic Adviser, Economic Stabilization Agency 


Mr. Johnson was born in New York City. He was awarded bachelor of arts, 
master of arts, and doctor of philosophy degrees from Harvard University. 

From 1936 to 1938, he was with the Treasury Department as research assistant 
in the Division of Research and Statistics, and Assistant to the Fiscal Assistant 
Secretary. He was with the National Resources Planning Board in 1939 as 
Assistant Director on the study of economic effects of Federal public works ex- 
penditures, and from 1939 to 1940, served as an economist in the Industrial 
Economics Division of the Department of Commerce. 

Mr. Johnson was Director of the Consumer Durable Goods Division of the 
Office of Price Administration, and its predecessor agencies, from 1940 to 1946 
and during the following year was a consulting economist. He was Director of 
the Economie Stabilization Division of the National Security Resources Board 
from 1948 to 1949, and Assistant Division Chief of the Fiscal Analysis Division, 
Bureau of the Budget from 1949 to 1950. 


Delos W. Rentzel, Under Secretary of Commerce for Transportation, Department of 
Com merce 


Mr. Rentzel was born in Houston, Tex., and is a graduate of the Engineering 
School of Texas A.and M. He was awarded an honorary doctor of laws degree 
from the University of Miami and an honorary doctor of science degree by Rider 
College, Trenton, N. J. 

Until 1931, Mr. Rentzel worked on radio station installations for the United 
States Navy. He then joined American Airways, Inc., as radio operator and 
station manager. In 1943, he became president of Aeronautical Radio, Inc., and 
in 1948, was appointed Administrator of Civil Aeronautics. On October 4, 1950, 
Mr. Rentzel was sworn in as Chairman of the Civil Aeronautics Board and served 
in this capacity until May 7, 1951, when he was appointed Under Secretary of 
Commerce for Transportation. 


John J. Scanlon, Assistant Deputy Administrator for Program and Requirements, 
Defense Production Administration 

Mr. Seanlon was born in Philadelphia, Pa., and is a graduate of the University 
of Pennsylvania. He is presently a resident of Devon, Pa. 

He is assistant comptroller of The Bell Telephone Co. of Pennsylvania and 
has been associated with that company throughout his entire business experience 
except for his activities during World War II and his present tour of service with 
the Defense Production Administration, which commenced February 14, 1951. 

During World War II he served from January to October 1942 in the Machine 
Tools Division of WPB dealing largely with materials requirements and produc- 
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tion-scheduling matters. In October 1942 he entered the military service in 
headquarters, ASF, and remained on active duty until October 1945, during which 
period he held assignments concerned with procurement planning and production 
controls. 

In 1945 he served 3 months on a special military assignment in Germany for 
review of German industrial and economic mobilization for war. 


Richard D. Searles, Under Secretary, Department of the Interior 

Mr. Searles was born in Cedar Rapids, Iowa, and attended Northwestern 
University and John Marshall Law School, Chicago, III. 

He is a former State treasurer of the Democratic Committee in Arizona and has 
long been active in the National Reclamation Association. He was elected presi- 
dent of the Salt River Water Users Association, oldest and largest organization 
of its kind, 3 years ago, and is president of Circle 8S. Ranch at Scottsdale. He has 
been associated with Trans-World Airlines, Arizona Airways, and Southside 
Sand & Rock Co. of Arizona. Mr. Searles also served in the Arizona Legislature 
from 1946 to 1948. 


John D. Small, Chairman, Munitions Board 


Mr. Small was born in Palestine, Tex. He graduated from the United States 
Naval Academy and received his M. 8S. degree from Columbia University. 

He was commissioned as an ensign in the United States Navy in 1915 and 
advanced to lieutenant commander, commander 1942, and commodore in 1945. 

He was vice president of the Dry Ice Corp., and western manager of Publicker, 
Inc., Chicago, from 1932 to 1941. 

Mr. Small served as deputy director of the Army and Navy Munitions Board 
from 1942 to 1943; Materials Control Officer and Landing Craft Coordinator, 
Navy Department from 1943 to 1944, Executive Officer of the War Production 
Board from 1944 to 1945, Chief of Staff from April to November 1945; Civilian 
Production Administrator from 1945 to 1946, retired in 1947. He is past president 
of Maxson Food Svstems, Inc., since 1947, and chairman of the mercantile section 
of the New York Board of Trade since 1947. 


Willard L. Thorp, Assistant Secretary for Economic Affairs, Department of State 

Mr. Thorp was born in Oswego, N. Y. He received his A. B. degree from 
Amherst, A. M. degree from the University of Michigan, Ph. D. from Columbia 
University, and LL. D. from Marietta College in Ohio, and was an economics 
instructor at the University of Michigan and Amherst College. He was in the 
United States Army during World War I. 

From 1933 to 1934, Mr. Thorp was Director of the United States Bureau of 
Foreign and Domestic Commerce, at which time he became Chairman of the 
NRA Advisory Council. From 1935 to 1945, he was director of economic re- 
search for Dun & Bradstreet, Inc., and from 1939 to 1940 served as Economic 
Adviser to the Secretary of Commerce. 

In 1945, he was Deputy Assistant Secretary of State for Economic Affairs and, 
in 1946, was appointed Assistant Secretary of State for Economic Affairs. While 
serving as Assistant Secretary, he was a member of the United States delegation 
to the Paris Peace Conference, serving in the capacity of special adviser cn 
economic matters. He has also acted as special adviser on economic matters to 
the Council of Foreign Ministers, New York; American representative on the 
United Nations Economic and Social Council; and alternate representative to the 
UN General Assembly. 

Mr. Thorp is a member of the American Economics Association, and the 
American Statistical Association. He is the author of The Integration of Indus- 
trial Operation and editor of Economie Problems in a Changing World. 


Lewis Allen Wetss, Assistant Administrator, National Production Authority 

Mr. Weiss was born in Chicago. He graduated from Kent College of Law and 
the University of Southern California. He served in World War I as a captain 
in the Fourth Cavalry Division. 

He was chairman of the Board of the Mutual Broadcasting System from 1947 
to 1949 and was a board member when he retired in November 1950. He also 
was president and director of the Pacific Northwest Broadcasting System, the 
Don Lee Broadcasting System, and California Broadcaster, Inc., from 1943 until 
1950. 

He is a past director of several organizations, including the chamber of com- 
merce at Hollywood, Calif., the Los Angeles Chamber of Commerce, and Tele- 
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vision Broadcasters Association. He is a member of the Los Angeles Rotary 
Club, Delta Theta Phi, and Alpha Delta Sigma. 

Before joining NPA, he served briefly as management adviser for the Hughes 
Aircraft Co. at Culver City, Calif. 


Karl L. Anderson, Acting Deputy Director, Office of International Trade, Department 
of Commerce 


Mr. Anderson was born at Charlottetown, Canada, June 26, 1905. He became 
a naturalized United States citizen on July 22, 1942. He was educated at Mount 
Allison University, Sackville, Canada, and Harvard University, Cambridge, 
Mass. (Ph. D. Economics). 

He was a teacher of economics at Harvard University from 1930 to 1934 and 
at Byrn Mawr from 1934 to 1942. 

His Government employment follows: OPA, 1942 to 1946; State Department, 
1946 to 1949; Office of International Trade, Director, British Commonwealth 
Division, 1949 to 1951, Acting Deputy Director, 1951. 


Dean O. Bowman, Assistant Administrator, Policy Coordination Bureau, National 
Production Authority 


Mr. Bowman was born in Chalmers, Ind. He was graduated from Purdue 
University in 1933 and received his master’s degree from Purdue in 1934. He was 
awarded a doctor of philosophy degree in 1941 by the University of Michigan. 

Previous to his present appointment, he was special assistant to the Assistant 
Administrator for Industry Operations, NPA, and Assistant Director of the Office 
of Industry and Commerce of the Department of Commerce. He also served with 
the Commerce Department’s Office of Industry Cooperation. Before accepting 
a position with the Commerce Department in 1948, Mr. Bowman was for 2 years 
an economist with the Occupied Areas Economic Affairs Division, Department of 
State. 

During World War II he was in the United States Army, assigned to the Office 
of Strategic Services in Washington, and received an Army commendation for 
his work. 


Leslie P. Doidge, Director, Consumer End Products Division, Office of Civilian 
Requirements, National Production Authority 

Mr. Doidge was born in Philadelphia, Pa. 

From 1920 to 1938, Mr. Doidge was assistant to the president of Barron G. 
Collier, Inc., an advertising and merchandising firm. From 1938 to 1942, he was 
president of L. P. Doidge Advertising Co. During the period 1942 to 1945, Mr. 
Doidge was Chief of the Consumer Durable Goods Branch, Office of Civilian 
Requirements, War Production Board. 

From 1945 to 1948, Mr. Doidge was sales manager of the Forbert Corp. During 
the following year, he was Deputy Director, Consumer Durable Goods Division, 
National Security Resources Board. From November 1949, to November 1950, 
Mr. Doidge was manager of the Hotpoint builders division, southern Maryland, 
District of Columbia and northern Virginia area, after which he was appointed 
Director of the Consumer End Products Division, Office of Civilian Require- 
ments, NPA. 


James B. Eckert, economist, Economic Policy Office, Economic Stabilization Agency 

Mr. Eckert was born in Albion, Pa. He was awarded an A. B. degree from 
Oberlin College, A. M. degree from the University of Cincinnati, and Ph, D. from 
Cornell University. 

He was an instructor in economics at Cornell University and the University 
of Rochester, New York, from 1936 to 1942. 

Mr. Eckert was with the Office of Price Administration in various positions 
from 1942 to 1947, and was a fiscal analyst with the Bureau of the Budget from 
1947 to 1951. 


James F. Fairman, Administrator, Defense Electric Power Administration 

Mr. Fairman is a native of Big Rapids, Mich. He was educated in the public 
schools of that city and at the University of Michigan, from which he was gradu- 
ated in 1918 with a B. 8. degree in electrical engineering. He remained at the 
University for the next few years as instructor in electrical engineering and 
received a M.S. degree in 1929. 

He joined the Brooklyn-Edison Co., New York City in 1925, was elected vice 
president in 1945, and has been serving in that capacity since that time. 

Mr. Fairman joined Defense Electric Power Administration in March of this 
year, and was appointed Administrator of DEPA on July 1. 
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D. A. Fitzgerald, Assistant Administrator for Supply, Economic Cooperation 
Administration 


Mr. Fitzgerald attended the University of Saskatchewan, graduating with 
B. 5. degree in 1924. Later he went to the Iowa State College, earning the 
degree of M. 8. in 1925. In 1938 he received the Ph. D. degree from Harvard 
University. 

He was with the Brookings Institution from 1933 to 1935, where he did re- 
search in agricultural economics. From 1935 to 1946 he held various posts as 
an agricultural economist in the United States Department of Agriculture. Fol- 
lowing the end of the war, he accompanied President Hoover on the latter’s world 
food mission in 1946. During 1946-48 he was Secretary General of the Inter- 
national Emergency Food Council. 

In 1948, when ECA was organized, he was appointed Director of the Food and 
Agriculture Division. For the remainder of 1948 and until July 1949, he simulta- 
neously served as Director of the Office of Foreign Agricultural Relations of the 
Department of Agriculture. 

In April 1951, he was appointed Deputy Assistant Administrator for Supply 
and later became Assistant Administrator for Supply, ECA. 


Robert C. Goodwin, Executive Director, Defense Manpower Administration, United 
States Department of Labor 


Mr. Goodwin was born in Payette, Idaho, and is a graduate of Whitman 
College, Walla Walla, Wash. He also attended the University of Cincinnati. 

He was in charge of various public-employment and public-welfare groups in 
Cleveland, Ohio, from 1930 to 1939, at which time he became Regional Director 
of the Social Security Board in Cleveland. 

In 1945, Mr. Goodwin became Executive Director of the War Manpower Com- 
mission, Washington, D. C. From 1945 to 1950, he was Director of the United 
States Employment Service, Department of Labor; Bureau of Employment Se- 
curity of the Social Security Administration, Federal Security Agency; and the 
Bureau of Employment Security, Department of Labor. 


John L. Haynes, Director, Building Materials Division, National Production 
Authority 


Mr. Haynes is a graduate of George Washington University in both law and 
engineering and has been connected with the construction industry for 25 years. 

He was Chief of the Construction Division in the Department of Commerce for 
several years, transferring to NPA in that capacity. He then was assigned to 
organize the Building Materials Division in the Facilities and Construction 
Bureau. 

He served with the Charles H. Tomkins Co. in Washington, the United States 
Engineers, the N. P. Severn Co. of Chicago, and as a resident engineer on public- 
building construction in the Washington area before becoming principal engineer 
for the Securities and Exchange Commission in 1933. 

He was Director of the Building Materials Division in the War Production 
Board from 1941 to 1944. In the last year of the war he was Director of the WPB 
Construction Bureau. He became Chief of the Construction Division in the 
Department of Commerce September 24, 1945. 

Mr. Haynes was on leave with the Economic Cooperation Administration from 
7. epg 1948, to September 1949, as program review officer in Brussels, 

3elgium. 


Philip A. Hollar, Deputy Under Secretary for Transportation, Department of Com- 
merce 


Mr. Hollar has been in his present position since April 1951. He is vice presi- 
dent of the American Car & Foundry Co., with headquarters in Chicago, and is on 
loan to the Department of Commerce. 

Mr. Hollar has been in transportation and allied fields for 30 years and has 
served in the mechanical, purchasing, and stores departments of the Pennsylvania 
Railroad, and the operating and maintenance department of the Association of 
American Railroads prior to joining American Car & Foundry Co. 

In World War IT, he was, for a time, Director of the Material and Equipment 
Division of ODT and was consultant to ODT and WPB. 
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Cornelius W. Middleton, Vice Chairman, Munitions Board, Production and Re- 
quirements 


Mr. Middleton was appointed as Vice Chairman for Production and Require- 
ments Management, Munitions Board, on March 7, 1951. 

He received his degree in civil engineering from Cornell University and has been 
with the firm of Babcock & Wilcox, New York, since 1917, becoming a director of 
the company in 1925. 


H. A. Montag, Director, Mining Machinery Division, National Production Authority 


Mr. Montag was awarded the bachelor of science degree by the Ohio State 
University. From 1927 to 1943 he was with Jeffrey Manufacturing Co., Colum- 
bus, Ohio, in various capacities, including head of sales and market analysis 
department. 

During World War II, he was Deputy Chief, Program Section, Mining Division, 
WPB; Chief, Program Section; Chief, Program and Mining Machinery Section; 
Chief, Mining Branch, CPA. In 1946, he joined Joy Manufacturing Co., Pitts- 
burgh, Pa., as assistant to the president, charged with correlation of sales and 
manufacturing programs and release of production to the seven plants of the 
corporation. In 1948, he was assigned to Washington on a task force of the min- 
ing machinery manufacturers’ industry, allocating steel under Public Law 395 
(80th Cong.). 

He has teen a member of the Technology Committee of the National Minerals 
Advisory Council to the Secretary of the Interior; member, joint task force of the 
NMAC and the National Bituminous Coal Advisory Council working on require- 
ments for maintenance, repair and operating supplies for mines and smelters, and 
mining machinery requirements; consultant to National Security Resources 
Board, formulating modes of operation for mining machinery industry should a 
new national emergency arise. 

In November 1950 he was appointed consultant to defense offices of the Depart- 
ment of the Interior. In March 1951 he was named Director, Requirements Divi- 
sion, Defense Minerals Administration, Washington, D. C. 


John H,. Stambaugh, Assistant to the Secretary, Department of Agriculture 


Mr. Stambaugh is a native of Illinois and owns and operates a large farm in 
Porter County, Ind., specializing in dairy cattle and grass-lands farming. He also 
heads a farm-equipment business at Valparaiso, Ind., and an organization in 
Chicago which is carrying out research work in milk processing and field engineer- 
ing in dairy plants for canned whole milk. 

During World War II, Mr. Stambaugh served as Deputy Director of the 
Office of Materials and Facilities in the War Food Administration. 

In his present capacity, he assists in the preparation and presentation of 
requirements for materials and facilities which are vital in the production and 
handling of food and other agricultural commodities. 


Frank A. Watts, Director, Materials Division, Petroleum Administration for Defense 

Mr. Watts was born in Houston, Tex. 

He served as special consultant on materials for the Petroleum Administration 
for War from January 1943 through February 1943 and as Director of Materials 
from February 1943 through April 1944. 

Exeept for his period of Government service, Mr. Watts has been associated 
with the Humble Oil & Refining Co., first in producing, material, and purchasing 
lines and, in later years, as its general sales manager. 

W. J. Zepp, Acting Director of Canadian Division, National Production Authority 

Mr. Zepp attended George Washington University and American University, 
Washington, D. C. He graduated in law from the latter. 

He held various jobs with the Government from 1931 to 1942, at which time he 
joined the War Production Board. His positions there included that of Chief 
of the Ottawa Branch of the Canadian Division at Ottawa, Canada, for 2 years; 
1 year as Director of the Canadian Division, and Special Assistant to the Vice 
Chairman of the WPB. He was with the WPB from 1942 to 1947. From 1948 to 
O>tober 1950 he was District Manager of the Louisville, Ky., Office of the Census 
Bureau, Department of Commerce. 

In October 1950, he joined the National Production Authority and was made 
Acting Director of the Canadian Division. 
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ATTACHMENT B 


Total steel, third quarter 1951 


[Short tons] 


Stated re- * 
quirements Allotments 





Military (including AEC)_---- 804, 669 
Consumer durables ain = . 4 , 3, 402, 000 
MRO.. .. sated doit nih : 000 
Rated construction ; . ; ; 000 


Total a a — : ‘ . 669 


Defense Electric Power Administration - - 

Defense solid fuels (coke ovens 

Defense transportation 

Federal Security Administration 

Maritime Administration 

Petroleum Administration for Defense 

Bureau of Public Roads 

Other 

Economic Cooperation Administration and Oifice of International Trade 
Canada 


Total claimants and miscellaneous 


NPA Divisions 
Agricultural machinery and implements 708, 576 
Aircraft 919 
Building materials_._- , 587, 396 
Chemicals 040 
Communications equipment 928 
Construction machinery 718 
Containers and packaging , 715, 438 | 
Electrical equipment O6Y 
Electronics : 46 | 
Engines and turbines 7,310 
General components 586 
General industrial equipment 965, 855 | 
Iron and steel (B products) . », 500 
I a ti 
Lumber 
Motion pictures 
Motor vehicles (except passenger Cars 
Ordnance and shipbuilding 
Railroad equipment 
Rubber . | 
Scientific and technical equipment : La 065 | 
Service equipment... ‘ . 5, 148 
Mining machinery - -. ‘ s : 216 
Aluminum Division ; 000 
Copper Division --- -- ‘ ‘ , : 22, 750 


Total NPA... amine . . ‘ 3, 230, 104 12, 
All other ; 1, 271, 641 


eR G..< . 6 wusend<aees Sian . : 29, 158, 686 23, 948, 750 


>, 


Estimated supply... - Sead . ; -------| 20,825,000 20, 825, 000 


Deficit -.. . youtbobeinanes > — 8, 563, 686 1—3, 123,750 


1 Requirements as originally stated, revisions submitted informally. Overallotment to allow for attrition, 
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ATTACHMENT C 
Carbon steel stated plate requirements, fourth quarter, 1951, as reported by claimants 


1755, 174; Construction and mining 
NS 6 ee ae 240, 833 machinery 208, 661 
Facilities Bureau 272, 982 | Containers and packaging - 30, 251 
NPA, engine and turbine_- 230, 019 | Electrical equipment 50, 087 
NPA, railroad equipment_-_ 640, 488 | General components __-_-_-- 29, 646 
Maritime 101, 165| GIEQ 389, 672 
NPA, Canadian Division_- 105, 347 | Iron and Steel Division— —_ 21, 813 
BIR kc ic inky Gahanna eae 39, 136 | Motor vehicle___________- 153, 898 
Ps MOREE ccs ~ ona 37, 200} Ordnance and_ shipbuild- 
—_——-—-- —--- ing 123, 269 
Subtotal 12, 422, 344) ECA-OIT 95, 705 
—— 166, 449 
i 36, 822 a 
see ae aa ek 26, 854 Sattetel....... 3 268 106 
MS 2 i eniewuee ne 21, 717 | All others 
PR ha ek ere a cas oes 49, 785 
Agricultural machinery__-_- 33, 475 Grand total 


1 Includes 535,000 tons, plates which PAD claims for as large-diameter pipe. 


~ 
4 


ATTACHMENT D 


The Department of Commerce reports that it has issued no licenses for the 
export of scrap to Japan so far this year. However, on investigation it appears 
that an item of 110 tons shipped to Japan in April, under license and classified as 
welded pipe, turned out to be scrap. 

United States Army reports indicate imports of scrap by Japan from the United 
States amounting to 12,000 tons in the first 4 months of 1951. This matter is 
being investigated by the Office of Occupied Areas. The data from SCAP was 
prepared by Japanese personnel, and the question has been raised whether this 
may not be scrap shipped from “‘trusteed territories’’ listed in error as shipments 
from the United States. 

With respect to scrap originating in Korea, it should be noted that there are 
two categories: “‘battle scrap’’ and scrap belonging to the ROK Government. 
ROK Government scrap, some of which was accumulated prior to the war and a 
larger quantity generated since the beginning of the war, is reported to be in the 
neighborhood of 300,000 tons. Records show that the Lipsett Scrap Co. pur- 
chased 10,000 tons from the ROK Government, and this scrap is reported to be 
moving to the United States at the present time. The Pacific Iron & Scrap Co. 
is reported to be negotiating with the ROK Government for the purchase of 100,000 
tons of scrap which, it is alleged, is destined for Japan. The reason offered is 
that the bid is over the ceiling price in the United States. There is no informa- 
tion that this contract has been signed. The State Department has interceded 
with the ROK Government, and it is anticipated that all such scrap will come 
to the United States. 

In the same connection, the military are sending a mission to investigate the 
entire scrap problem in Korea. Negotiations will be initiated to determine the 
manner in which “battle scrap’’ will be distributed. 
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ATTACHMENT E 


Foreign requirements for steel, excluding tin plate, fourth quarter 1951 (including 
steel for shipment in CMP’ forms; and for manufacture of ‘‘A’’ products in the 
United States) 


[Short tons] 


Carbon Alloy | Stainless} Total 


| | 
Total requirements: Bat Be: eal 
Canada. ._-- see ..----| 426,366 | 35,084 E 463, 618 
ECA (excluding ECA-OIT special projects and petroleum) _| 304, 500 | 16, 145 2, 3: 
OIT (including ECA-OIT special projects and petroleum).| 688,113 | 28,074 


Total 1, 418, 979 | 79, , 303 
Requirements for plates included in the above: ee rE Z 
Canada d 105, 347 | 53 7 106, 049 
ECA (excluding ECA-OIT special projects and petrole um) 30, 000 | f 7 30, 700 
OIT (including ECA-OIT special projects and petroleum) 57, 774 3 5 58, 693 
: 195, 442 


Norte.—No foreign requirements have been submitted for plates, rolled armor. 


ECA’s breakdown of fourth quarter 1951 stated requirements, by country 


[Short tons] 


| | 
Cart . 
| ar” | Plates Structural 





Far-eastern areas: 
Taiwan 
Indonesia 
Thailand - 
Hong Kong 
British Malaya. 
Burma 
Philippines 
European areas: 
Austria fen abtisatiie i Scat a a ii 3, OO 
Belgium-L uxemburg. : 7 2 : , 000 
Denmark seein . ‘ ae 55 2,000 | 
France : 5 ae ot ak ae . | 30, 000 
Germany -. - - . iat ethical 2.000 
Greece 5 _— 000 000 | 
Iceland ‘ - } 500 | 20) 
Ireland. -__. ; : eels : 000 | 100 | 
Italy étos ee | 26, 000 5 000 
Netherlands 7 a 15, 000 000 
Norway bus oa cas . 000 000 
PON CNIRE Ss cites. nce es , : 000 000 
Sweden ; Bos eh ; 7 sal 000 2, 700 
Switzerland ee oa 2 ae | 500 | 000 
Trieste. | 1, 500 000 
Turkey hes i ert. oe . ve 000 000 
U nited. King¢ iom_ , a : ps a BO, 000 : 
Yugoslavia ee sce sctes See ot 000 000 | 
Participating DOT's: 
Belgian DOT Teese Sms eat 2s — 5, 000 , 000 
French Indochina os ? Es eel , 500 
Other French DOT’s_-_-_- cai ‘ ; 3, 000 
Netherlands DOT’s____.._-_- 3, 500 
Portuguese DOT's Sa ees Mire . : 3. 000 
REE SPEEA Di tichiicnienctrd amas eS ae | 5, 000 1,000 


- 


OOO 
000 
500 | 
500 | 
O00 
OOO 
000 } 


1, 
4, 
3, 
3, 


NOES oc tscSveckcal ‘ wadincas : 304, 500 30. 000 








102 STEEL ALLOCATION FOR PETROLEUM INDUSTRY 


OIT stated requirements for carbon steel for fourth quarter 1951, by countries, where 
available 


{ | 
Carbon Plates i] | Carbon Plates 


Short || Short Short 
tons | | tons tons 
Argentina. 7, 278 || Paraguay----- 615 25 
Bolivia : | 2, 675 || Peru : os | 9,175 | 500 
Brazil 14, 360 25 || Salvador - - - - 4 . 2, 285 | 25 
Chile j 6,000 | NE cise nicmeih | 3,440] 300 
Colombia... | 14,125] 7 Venezuela. = - 18, 285 750 
Costa Rica. - 1, 560 | 5 || Other countries _ ---| 40,212] 10,098 
Cuba | 20, 580 2, } |— —|— -- 
Dominican Republic i 3, 830 55 |] Total OIT-country re- 
Ecuador - 2, 515 | 0 || quirements 208,017 | 18,970 
Guatemala 2, 360 20 || Voice of America | 10,372 1, 590 
Haiti ; a 790 5 || OIT-ECA special projects ! 295, 265 | 20,300 
Honduras... 1, 140 2 || OIT-ECA petroleum ! » | 184,831 | 18, 504 
Mexico 44, 290 | 


Nicaragua | 1, 325 0 || Total OIT stated re- | | 
Panama 1, 180 quirements -- 698,485 | 59, 364 


1! A country breakdown for OIT-ECA special projects and OIT-ECA petroleum stated requirements 
not prese ntly available. 


ATTACHMENT F 


United States exports of iron and steel during first quarter 1951, including pig 
iron but excluding ferro-allovs and scrap, totaled 847,762 short tons. Of this 
total 160, 161 tons went to ECA countries and areas, 258,705 tons went to Canada, 
while 428,596 tons, or approximately 50 percent, went to other areas of the world. 
oe figures on second quarter 195i are not vet available. 

With respect to third quarter 1951, the allocation for export of 911,985 short 
tons of steel (including authorization for export to Canada and ECA and OIT 
countries and the authorization for export of tin plate) represents about 4.4 percent 
of estimated shipments from steel] mills for third quarter. This can be compared 
with an export/shipment ratio of 3.7 percent in first quarter 1951 and 3.6 percent 
in 1950. In 1949, when shipments from steel mills averaged 14,838,600 short 
tons per quarter, exports were made at the rate of 1,084,000 short tons per quarter 
and the export/shipment ratio was 7.3 percent. The anticipated shipment of 
20,825,000 short tons from steel mills in third quarter 1951 represents an increase 
of 40 percent over the 1949 shipment rate but the export allocation is 16 percent 
lower than the export rate in that year. 

Foreign requirements on the United States for steel are determined by projects 
and the other uses to which the steel is to be put. They should be considered 
in the light of present world circumstances and appraised on the basis of their 
contribution to the accomplishment of the objectives of this country. Essen- 
tiality and urgency of demand must be the overriding factors in determining 
the amount required for export and the rate at which requirements should be 
met, supply permitting. (Enunciated by the Director of Defense Mobilization 
in his memorandum, Subject: Foreign Allocations Policy, May 25, 1951.) A 
significant part of the steel required for export is for projects which will primarily 
serve United States interests, such as the production of strategic minerals, or will 
accomplish other important objectives. Specifications, in a great many instances, 
can be met only from products of United States manufacture. The relative 
permanency of the installations for which a large part of the requested steel is 
to be used means that a large part of the requirements are nonrecurring; that is, 
once the requirements for certain projects are met, except for repair, alteration, 
etc., there are no further requirements for those projects. 

The net drain of exports of steel on the total United States steel supply has 
been greatly reduced owing to very large increases in imports. i 1949, the 
United States was importing steel in the forms now included under CMP at the 
average quarterly rate of only 75,359 short tons. In that vear exports exceeded 
imports by 4,035,000 short tons, or an average of 1,009,000 short tons per quarter 

The rate of import has increased steadily since amounting to 740,317 short tons 
of steel in those forms in the first quarter 1951. Of that total, approximately 
92 percent came from ERP countries. (This may be compared with the first 
quarter figures on exports given above which show that only approximately 20 
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srcent of United States exports of iron and steel, including pig iron, went to 
SCA countries). 

In 1950, exports of steel in CMP forms exceeded imports by 1,577,300 short 
tons—an average of 394,300 tons per quarter. In the first quarter of 1951, 
although the rate of export was 14 percent greater than the 1950 rate for steel in 
those forms, the net drain on the United States amounted to only 16,400 short tons. 

In considering exports in relationship to imports by steel mill forms, it would 
appear that a good deal of cross-hauling takes place in that we ship plates, for 
example to Europe, at the same time we are receiving plates from Europe. In 
fact, different products with entirely different uses are in most cases involved. 
The following four examples are cited: 

(1) Belgium ships plates to the United States. At the same time Norway buys 
open-hearth plates in the United States for its shipbuilding and ship-repair pro- 
grams. Belgian plates cannot be used by Norway for these programs since they 
are made by the Thomas process and are consequently not acceptable for insurance 
purposes which require open-hearth plates. 

(2) The United States receives Bessemer structurals from Europe at the same 
time shipping open-hearth structurals. As in the case of plates, the uses for 
which the United States ships structurals to Europe are those, such as shipbuild- 
ing, for which Bessemer structurals cannot be used, 

(3) Switzerland ships bars to the United States at the same time the United 
States ships bars to Switzerland. However, the bars shipped from Switzerland 
are high-quality steel used for razor blades, etc., while the bars from the United 
States to Switzerland are largely structural bars. 

(4) The United States is shipping cold-rolled sheets to Europe at the same 
time receiving hot-rolled sheets from Europe. The cold-rolled sheets going to 
Europe are largely for the manufacture of military vehicles while the hot-rolled 
sheets received by the United States are used largely for consumer durables. 

An attempt has been made to maintain this flow by DPA-NPA through the 
issuance of direction 4 to CMP Regulation 1, July 17, 1951, which permits the 
use of imported steel as ‘‘bonus’’ steel under certain conditions. 
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DEFENSE PRODUCTION ADMINISTRATION, 
Washington, August 6, 1951. 
Hon. Josern C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
Uniled States Senate, Washington, D. C. 


Dear SENATOR O’Manoney: Pursuant to the committee hearings of July 17, 
1951, the f.Uowing information is submitted with respect to the status of a loan 
applied for by the Colorado Fuel & Iron Corp. 

During December of 1950 Pueblo Compressed Steel Corp., subsidiary of 
Colorado Fuel & Iron Corp., filed for a loan of $80,000,000 under the authority 
of the Defense Production Act of 1950. The National Production Authority 
denied the loan because of inadequate equity. On the basis of the denial, Pueblo 
Compressed Steel Corp. filed an amended $27,720,000 loan application on July 
2, 1951, for the purpose of building plant facilities to manufacture oil-country 
goods. This application is now being processed by the Reconstruction Finance 
Corporation field office to determine whether it is practicable for Pueblo Steel 
Corp. to convert to the production of oil-country goods. 

Upon receipt of the application and engineering data from the Reconstruction 
Finance Corporation, the National Production Authority will complete the 
processing of the application with the minimum of delay. 

Very truly yours, 
MELVIN ANSHEN, 
Acting Deputy Administrator for Program and Requirements. 


(CommitTrEE Note.—Following is the report of the Petroleum Administration 
for Defense submitted by the Secretary of the Interior to the Joint Committee 
on Defense Production under date of October 16, 1951. It is set forth as an 
appendix to these hearings because of the close relationship of the subject matter 
to the inquiry of the Senate Committee on Interior and Insular Affairs respecting 
supplies of steel for petroleum production, refining, and transportation.) 


OPERATIONS OF THE PETROLEUM ADMINISTRATION FOR DEFENSE UNDER DEFENSE 
Propuction Acr oF 1950, Ocrosper 1950 ro OcroBerR 1951 


1. Programs conducted by the Petroleum Administration for Defense: 
A. Determination and forecasts of demand for crude petroleum and its 
products are made 
(1) Under normal peacetime and mobilization conditions on a 
national and on a world-wide basis. 
(2) Under assumed requirements for all-out war. 

B. Determination of the availability of crude petroleum by areas within 
the United States, and by countries (excluding the iron curtain). 

C. Determination of potential refining capacity by areas within the 
United States and by countries throughout the world. 

D. Determination of the transportation capacity of all facilities commonly 
used in transporting petroleum or its products. These facilities include pipe- 
lines, tank cars, tank trucks, barges, and tankers. 

Ek. Comparison of capacities and availability determined under B, C, D, 
with demands under A and determination of the deficiencies in availability 
of petroleum, refining capacity, and transportation facilities, with respect 
to type, extent, or area deficient and expansion required to meet the forecast 
of normal peacetime and mobilization demands, and the assumed require- 
ments for all-out war 

F. Determination and foreeasts of demand for natural gas and manu- 
factured gas 

(1) Under normal peacetime and mobilization conditions. 
2) Under assumed requirements for all-out war. 

G. Determination of the availability of natural gas by areas in the 
producing fields. 

H. Determination of potential capacity for production of manufactured 
gas. 

I. Determination of the transmission capacity of-— 

(1) Natural-gas gathering systems. 
(2) Trunk pipelines. 
(3) Distribution systems. 
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J. Comparison of capacities and availability determined under G, H, and 
I, with demands determined under F, and the determination of deficiencies 
in availability, gathering capacity, transmission capacity, manufacturing 
capacity, or distribution capacity, with respect to type, extent, or area 
deficient and expansion required to meet the demands for normal peacetime 
and mobilization and the assumed requirements for all-out war. 

K. Determination of capacity of those supporting industries which con- 
tribute all or most of their output to the petroleum industry; for example, oil 
field equipment manufacturers, catalysts, tetraethyv! lead. The determina- 
tion of quantities of products of such manufacturers required to meet the 
petroleum program, and the amount and type of controlled materials needed 
by these industries to assure that each operates not only at required capacity 
but also to provide expansion if capacity is or will be deficient under defense 
mobilization demands. 

L. Determination of materials required under the foregoing programs— 

(1) To maintain current capacity. 

(2) To provide the essential expansion in capacity determined as 
necessary under E and J. 

M. Claimed for materials required under L before NPA and DPA for all 
segments of the domestic petroleum industries and supporting industries, and 
directly and through the medium of the Foreign Petroleum Materials Com- 
mittee present requirements for materials for foreign operations. 

N. Distribution of materials allotted to PAD by DPA: 

(1) Distribution to the operating units within each segment of the 
quantities of materials determined by PAD or FPMC as required in the 
interests of a balanced petroleum and gas program, world-wide. 

(2) The allocation and distribution are carefully worked out to provide 
the most equitable allocation and distribution possible, giving priority 
from time to time to the segment or project most urgently needed under 
the defense mobilization program. 

O. Determination of the extent and manner to which the incentives for 
expansion of capacity are required in each segment of petroleum and gas 
industries and in the supporting industries. These incentives include cer- 
tificates for accelerated amortization, defense loans, contracts, and commit- 
ments. 

Authorities from which PAD derives its powers to carry on the portion of 
the defense mobilization program with respect to petroleum and gas are included 
in the following list: 


9 


The Defense Production Act of 1950___ _ 64 Stat. 816, as amended; 50 U. 
8S. C. App. Supp. 2071. 
Executive Order 10161, Sept. 9, 1950 : 15 F. R. 6105. 


Executive Order 10200, Jan. 3, 1951- 
DPA Delegation 1, Jan. 24, 1951 


DPA Order 1, May 24, 1951 
DTA Delegation 6, May 5, 1951 
NPA Delegation 9, Feb. 26, 1951 
NPA Delegation 13, May 25, 1951 


16 F. R. 61. 

16 F. R. 738; as amended May 
15, 1951, 16 F, R. 4594, 

16 F. R. 4913. 

16 F. R. 4149. 

16 F. R. 1908. 

16 F. R. 5024; as amended June 
1, 1951, 16 F. R. 5295. 


Supp. 1 to NPA Delegation 13, June 30, 1951_ 16 F. R. 6406. 


NPA Delegation 14, June 7, 1951 


Interior Department Order 2591, Oct. 


Revenue Act of 1950, Sept. 23, 1950 


16 F. R. 6401; as amended Aug. 

3, 1951, 16 F. R. 7628. 

3, 1950. 15 F. R. 6767; as amended Dee. 
21, 1950, 16 F. R. 9529; as 
amended Jan. 29, 1951, 16 F. 
R. 932; as amended Mar. 27 
1951, 16 F. R. 2896. 

Re a 64 Stat. 939. 


? 


Interior Department Order 2193 established the Oil and Gas Division as a 
function of the Secretary’s Office. Interior Department Order 2602, issued De- 
cember 1, 1950, transferred to PAD most of the Oil and Gas Division functions 
except the administration of the Connally “Hot Oil’ Act. 

The original source of authority is the Defense Production Act of 1950, and 
amendments thereto, which gives to the President certain powers and functions 
deemed by the Congress necessary to carry out the defense mobilization program, 
The President was given authority to delegate these powers and functions. 
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The President had an additional source of authority with respect to certificates 
of necessity for accelerated a nortization for tax purposes of the cost of new facili- 
ties which contribute substantially to the defense programs. This authority was 
established by section 124 (a) of the Internal Revenue Code, as added by sec- 
tion 216 of the Revenue Act of 1950 (Public Law 814, 8st Cong.). : 

The President, by Executive Order 10161, Septe nber 9, 1950, delegated most 
of his authority to various agencies. Authority with respect to petroleum and 
gas (anong other matte s) wis delezated to the Secretary of the Interior. 

Executive Order 1)172, October 12, 1959, delegated certification authority for 
certificates of accelerated amortization for tax purposes to the Chairman of the 
National Security Resources Board. 

Executive Order 10193, December 16, 1950, established the Office of Defense 
Mobilization with a Director at the head of it. The President delegated to the 
Director broad powers conferred upon him with specific authority to direct and 
control all phases of the defense mobilization program. 

Executive Order 10200, January 3, 1951, established the Defense Production 
Administration and terminated the delegations of authority previously made to 
the Secretary of the Interior, as well as to others, and established this authority 
in the Administrator of the Defense Production Administration with provision 
that the necessary authorities with respect to petroleum and gas, previously 
delegated to the Secretary of the Interior, would be redelegated to him by the 
Administrator of DPA. This was accomplished by DPA Delegation 1, which 
gave to the Secretary of the Interior powers with respect to petroleum and gas 
(among other matters). These powers include 

(1) Priorities and allocations. 

(2) Claimant agency for materials and facilities and provision for other 
agencies to come to the Department of the Interior to claim petroleum, gas, 
solid fuels, and electric power. 

(3) Recommendations on certificates of necessity. 

(4) Guaranteeing agency to develop and promote measures for the expan- 
sion of productive capacity and of production and supplies of materials and 
facilities necessary for the national defense. 

(5) Guaranteeing agency function to guarantee in whole or in part any 
private or publie financing. 

(6) The power relating to voluntary agreements under section 708 (a) of 
the act (not to be redelegated). 

The Secretary of the Interior issued Interior Order 2591 October 3, 1950, which 
established the Petroleum Administration for Defense with the Secretary of the 
Interior as Administrator and with a Deputy Administrator to be appointed by 
the Secretary. This order, together with amendments, delegated to the Deputy 
Administrator most of the functions and powers the Secretary had received under 
Executive Orders 10161 and 10200 and DPA Delegation 1 with respect to 
petroleum and gas. 

Interior Order 2591 specifies the following functions: 

(1) The determination of requirements of various claimant agencies for 
petroleum and gas: This function has been exercised in an informal manner 
since as to most products there have not been critical supply problems. 

(2) Allocation of petroleum and gas among said claimants and, under 
appropriate circumstances, to the public and industry in general: This function 
will not be exercised until there is an insufficient amount of petroleum and gas 
to provide all of the claimants with the amounts they need. 

(3) The establishment of programs and policies with respect to the opera- 
tion of petroleum and gas industries: The various programs of PAD outlined 
above are being operated under this broad provision with the objective of 
insuring additional petroleum and gas facilities to meet increasing demands for 
petroleum, gas, and their products. : 

(4) The development with other Government agencies of arrangements 
relating to industry operations, materials, manpower procurements, financing 
loans, etc.: Under this authority the PAD has worked out arrangements with 
other Government agencies which are treated in the ‘‘Cooperative operations 
with other agencies” discussed below. ; 

(5) Claiming on behalf of, and distribution to, petroleum and gas industries 
of materials, facilities, and commodities: This is the function and responsi- 
bility which has received the most attention from PAD. The successful 
provision of petroleum, gas, and their products depends basically on adequate 
material, It is, of course, primary in the anticipation and avoidance of 
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supply problems that this first step receive first consideration. Activities 
under this responsibility are the allocation of steel, manufacture of oil-country 
tubular goods, and distribution of the finished materials to users under the 
jurisdiction of PAD. 

(6) Recommendations for necessity certificates under authority which has 
its source in the Internal Revenue Act of 1950 and the Internal Revenue 
Code: PAD recommends accelerated amortization for tax purposes when 


| this is necessary in the judgment of PAD to provide incentive to construct 
j new or expanded facilities for defense purposes in the petroleum and gas 
industries. PAD acts as a recommending agency only. The Defense Pro- 


duction Administration has final authority in the issuance of these certificates. 
(7) Voluntary agreements under section 708 (a) of the Defense Production 
Act: The Petroleum Administration has initiated and brought into being in 
accordance with statutory requirements a voluntary agreement relating to 
the supply of petroleum to friendly nations (June 25, 1951). A Foreign 
Petroleum Supply Committee and appropriate subcommittees have been 
established to advise the Administration as to actions which can be taken to 
alleviate petroleum problems abroad. 
(8) Issuance of petroleum and gas industries orders and directives: Not 
| included in this report. 
‘ (9) Interagency relations: The PAD is related to other defense agencies 
| in the defense set-up. The Defense Production Act sets out the policy which 
is to be followed by PAD and other Government agencies in the defense 
picture. PAD acts as a claimant agency before the Defense Production 
Administration and industry committees of NPA, presenting its requirements 
for material. PAD maintains close relationship with NPA on operating 
mechanics and procedures, and several agreements have been worked out 
between the two to eliminate overlapping responsibilities and establish a 
sound organizational pattern. Agreements have been worked out with other 
defense agencies and informal working relationship established with OPS, 
where appropriate. Other agencies such as Defense, State, ECA, and OIT 
i are related to PAD activities both by direct contact and interagency com- 
i mittees. The Secretary of the Interior has made available to PAD the 
services of several of the bureaus of the Department of the Interior. 

(10) Loans, purchases, and commitments: PAD has the function of recom- 
mending that loans be granted in specific cases with respect to petroleum and 
gas considered necessary to promote the defense mobilization program. 
Under Executive Order 10281 application for defense loans is made to the 
RFC. To grant a defense loans the RFC must obtain from the DPA a 
certificate of essentiality. The DPA in turn relies upon the PAD for a 
technical report and analysis of all loan applications covering petroleum and 
gas facilities. 

(11) Requisitioning of property. 

(12) Internal administration of PAD. 

(13) Creation and appointment of industry advisory councils and com- 
mittees: The PAD actions under this authority are discussed below in con- 
nection with “Industry advisory committees.”’ 

(14) Power to redelegate any powers or authority given under this order: 
This power to redelegate has been exercised by the Deputy Administrator to 
a limited extent. Most of the delegations within PAD have concerned only 
the signing of correspondence, the processing of requests for priorities assist- 
ance, and other matters directly related to effective administration. As 
required by the order, these redelegations are limited to PAD or other appro- 
priate Government officials. 

DPA Order 1, issued by the Defense Production Administrator May 24, 1951, 
designated the claimant agencies which were designated as claimants to present 
requirements to DPA for programs and areas as specified. PAD was given this 
authority with respect to production, processing and refining, and distribution of 
petroleum and gas. 

NPA Delegation 9: See ‘‘Agreements’’ in question 3. 

DTA Delegation 6: See Agreements” in question 3. 

DPA Order 1: See above. 

NPA Delegation 13: See ‘‘Agreements” in question 3. 

NPA Delegation 14: See “Agreements” in question 3 
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Supplement 1 to NPA Delegation 13: NPA delegated to PAD the authority to 
reschedule deliveries. 
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3. In regard to cooperative operations with other agencies, there are various 
agreements and delegations, both from and to the Petroleum Administration for 
Defense, which evidence working arrangements: 

A. NPA-—PAD agreement, dated November 15, 1951: 

(1) PAD to serve as claimant agency before NPA for materials for 
domestic petroleum and gas operations. PAD to handle all petroleum 
and gas matters. 

(2) PAD to distribute materials for the petroleum and gas industries 

Programs and procedures to be worked out by PAD and incorporated 
in NPA orders and regulations. NPA to delegate any necessary 
authority to PAD. 

(3) Special arrangements to be made, when necessary, regarding 
machinery and materials used primarily by oil and gas operators, and 
NPA to delegate necessary authority to PAD. 

(4) Special arrangements to be made for the distribution of some 
special petroleum or gas products. 

5) NPA and PAD agreed to maintain close liaison. 

NPA-PAD agreement, dated January 17, 1951: 

(1) NPA agreed to delegate to PAD its authority over production 
and distribution of 

(a) Tetraethyl lead fluid. 

(b) Petroleum cracking catalysts. 

(ec) Special inhibitors used in gasoline. 

(d) Lubricating oil additives. 

(e) Fluids and additives made specially for oil and gas drilling 
and for demulsifiers. 

(2) PAD agreed to delegate to NPA authority over production and 
distribution of 

(a) Carbon black. 
(b) Ammonia. 
(ce) Butyl or other synthetic rubber. 
(3) PAD agreed to delegate to NPA the distribution of— 
(a) Petroleum coke. 
(b) Naphthenates. 
(c) Chemical grade aromatics: Benzene, toluene, xylene, ethyl 
benzene, styrene, other purified aromatics. 
(d) Oxygenated compounds: Alcohols, aldehydes, ketones, 
organic acids. 
(e) Phenols and phenolic compounds. 
(f) Insecticides, fungicides, and herbicides. 
(q) White oil petroleum, ete. 
(h) Special waxes and polishes, not paraffin or crystalline. 
(7) Detergents. 
7) Plastics. 
1) NPA agreed to delegate to PAD the authority over production 
and distribution of various types of oil field machinery and equipment. 

C. PAD-Defense Transport Administration agreement, dated June 27, 
1951: To make more effective use of domestic transportation facilities in 
moving petroleum, No delegation was thought necessary. 

D. NPA Delegation 9: Delegates authority of NPA to the Secretary of 
the Interior over the production and distribution of certain industrial chemi- 
cals: 


— 


(1) Tetraethyl! lead fluid. 

(2) Petroleum cracking catalysts. 

(3) Special inhibitors. 

(4) Lubricating oil additives, 

(5) Fluids and additives made specially for oil and gas drilling and 
for demulsifiers. 

EK. NPA Delegation 13 to the Petroleum Administrator for Defense and 
other officials of PAD: Delegates the authority to issue authorizations and 
directions, either unconditionally or subject to conditions. This covers the 
use, delivery, receipt, or distribution of materials. Supplement 1 to this 
delegation delegates the authority to reschedule deliveries of controlled mate- 
rials. In effect, Delegation 13 gives authority to PAD to issue its own 
construction orders and regulations. 
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F. NPA Delegation 14: Delegates authority to the Petroleum Adminis- 
trator for Defense and to other agencies authority to process applications 
for construction under NPA Order M—4 and CMP Regulation 6. The dele- 
gation to PAD pertains to facilities for the production, processing, refinin 
and distribution of petroleum and gas facilities and the production, processin 
and distribution of products listed in Delegation 9. . 

G. PAD Delegation 1, dated April 18, 1951: 

(1) This delegation delegated to NPA the authority over production 
and distribution of 

(a) Carbon black, including channel black and furnace black. 

(6) Ammonia. 

(c) Butyl rubber (copolymer of isobutylene and isoprene), S-type 
rubbers (copolymers of butadiene and stryene), N-type rubbers 
(copolymers of acrylonitrile and butadiene), and polybutadiene 
rubbers. 

(2) PAD delegated to NPA the authority over distribution of 

(a) Polymers of isobutylene having a molecular weight of 10,000 
and higher and free of other substances. 

b) Naphthenic acid and naphthenates, copper, and _ other 
metallic. 

(c) Chemical grade aromatics except mixed cuts used for fuel 
or solvents: 

(aa) Benzene. 

(bb) Toluene. 

(cc) Xylene. 

(dd) Ethyl benzene. 

(ee) Styrene. 

(ff) Other purified aromatics. 

(d) Oxygenated compounds such as 

(aa) Alcohols. 

(bb) Aldehydes. 
(ec) Ketones. 

(dd) Organic acids. 

(e) Phenols and phenolic compounds. 

(f) Insecticides, fungicides, and herbicides. 

(g) White oil petrolatum and other oils used for medicinal, 
pharmaceutical, and cosmetic purposes. 

(h) Special waxes and polishes (excludes paraffin waxes and 
microcrystalline waxes). 

(2) Detergents exluding sulphonates. 

(7) Plastics such as Polythene. 

H. PAD Delegation 2, dated May 14, 1951: This delegation delegated 
authority over the distribution of petroleum coke to the Administrator of the 
Defense Solid Fuels Administration. 

I. DTA Delegation 7, dated May 7, 1951: This delegation by the Defense 
Transport Administration delegated to PAD the authority to exercise control 
formerly held by DTA over facilities for bulk (tank) storage of petroleum and 
gas. The reason for this delegation is that storage of petroleum products is 
closely integrated with the refining and marketing thereof. 

J. PAD is undertaking to work out a definite working arrangement with 
the Federal Power Commission since both agencies have duties and respon- 
sibilities with respect to the natural gas industry. The purpose of the 
arrangement would be to assure— 

(1) The maximum interchange of assistance and information between 
the two agencies which is consistent with the effective discharge by each 
agency of its duties. 

2) Aminimum of interference by either agency with the accomplish- 
ment by the other of its proper objectives. 

PAD has representation on the following interagency committees: 

Office of Defense Mobilization: Foreign Materials and Requirements; 
Defense Transportation and Storage. 

Defense Production Administration: Program and Requirements Com- 
mittee; Program Adjustment Committee; Resources Expansion Committee; 
Defense Production Information Committee. 

National Production Authority: Numerous committees dealing with ma- 
terials and equipment, 

Defense Transport Administration: Interagency Advisory Committee on 
Defense Transportation and Storage and Port Utilization. 
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The PAD chairman’s two interagency committees: 

(1) Foreign’ Petroleum Committee: PAD Chairman; Department of De- 
fense (Munitions Board, Office of Petroleum Programs); Department of 
Commerce (Office of International Trade); Department of Commerce (Mari- 
time Administration) ; Department of State; Economic Cooperation Adminis- 
tration; Defense Production Administration; and National Production 
Authority. 

(2) Foreign Petroleum Materials Committee: PAD Chairman: National 
Production Authority; Department of State; Department of Defense; 
Department of Commerce (Office of International Trade); Defense Produc- 
tion Administration; and Economic Cooperation Administration. 

The PAD has cooperative agreements with the Bureau of Mines and the United 
States Geological Survey, under which these agencies furnish special statistical 
surveys and carry on technical field studies of direct value to PAD in carrying 
out its responsibilities in defense mobilization. 

In addition to the foregoing formal and informal cooperative operations with 
other agencies, PAD has worked closely with the Federal Power Commission 
relating to natural gas matters and with the Interstate Oil Compact Commission 
and with the individual State regulatory bodies, particularly the Texas Railroad 
Commission and the Louisiana Department of Conservation. PAD undertakes 
to keep these organizations currently informed on supply and demand programs 
on gas; solicits and has received cooperation in making more effective PAD’s 
program with respect to drilling of wells and production of oil and gas. Addi- 
tionally, by reason of the so-called Bow amendment to the Defense Production 
Act, PAD works closely with State regulatory bodies with respect to restrictions 
on the use of natural gas. 

The studies, survevs, and forecasts outlined in section 1 of this report have been 
compiled and are being currently kept up to date. 

As a claimant agency, PAD has consolidated the requirements for controlled 
materials disclosed by the studies and has presented these requirements to the 
National Production Authority and Defense Production Administration. Quan- 
tities allocated to the petroleum and gas industries are then distributed by PAD 
to all segments of the petroleum and gas industries making the distributien as 
equitable as possible, but at the same time giving priority where necessary to 
expedite progress toward meeting production goals under the over-all defense 
mobilization program. 

One phase of the distribution program seems to be working satisfactorily. At 
the request of PAD, NPA issued a directive to pipe mills producing oil-country 
tubular goods, particularly oil-well casing, tubing, and rotary-drill pipe. Under 
this directive, PAD asked for and received the quantity of pine determined to be 
necessary to drill a minimum of 43,400 wells during the calendar year 1951, which 
drilling had in turn been indicated as necessary to maintain the national producing 
capacity of petroleum and gas, and to provide additional amounts necessary for 
the discovery of new deposits of petroleum and gas. This phase of the program 
appears to be running slightly ahead of schedule with the indication that the 
number of wells indicated will be slightly exceeded and that at least in number 
discoveries of new fields are exceeding the discovery rate in 1950. 

All programs for expansion of facilities are behind schedule, and there will be 
further slippage unless more steel and copper are made available for the construc- 
tion of oil pipe lines, gas transmission lines, and refinery construction. 

Materials required for construction of new facilities must be applied for on 
Form PAD-26. These forms were made available to the industries in May 1951, 
and the first applications were received June 11. Through September 30, 2,262 
apvlications had been received for domestic operations. Of these, 1,761 had been 
approved and issued, 115 were deferred or handled otherwise, and 386 were still 
under study. 

Ninety-five of the approved and issued applications for authority to construct 
concern refining capacity and provide a total increased capacity as follows: 


Barrels per day 


Crude run capacity De xehe te Be ee eet SF ae ee 
Alkylate production (for aviation gasoline) Dee ee oe ae ee 
Catalytic cracking capacity._..._.---- patos Reet das antec a ee 


Catalytie reforming : : ae _ 105, 105 


Additional applications on hand indicate that the refining segment of the 
petroleum industry is planning expansion st a rate adequate to meet the program 
considered necessary through 1953. If materials of construction were available, 
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it would appear that the program could be met. The actual program is lagging 
because of shortage of materials. Of the materials allotted for refinery construc- 
tion in the third quarter of this year approximately one-third could not be obtained. 
The record for the fourth quarter will probably be somewhat better but present 
indications are that at least one-fifth of the allotted materials will not be delivered. 
The interference with construction schedules is greater than the percentages 
indicate. 

It is optimistic to look for completion of refining facilities in less than 18 months 
to 2 years with present materials deliveries. Furthermore, after allowance is 
made for materials needed to build urgently needed facilities for military aviation 
gasoline and other products in critical short supply no material appears available 
in the first quarter of 1952 to start construction of the additional refinery projects 
which must be approved to meet the program. The time required for the con- 
struction of refinery facilities will make it impossible to retrieve lost time. Unless 
the approved projects receive the allotted materials as scheduled and the required 
new projects can be given allotments in the first and second quarters of 1952, 
the program cannot be fulfilled. 

Until the shut-down of Iranian oil production the short-term domestic supply 
and demand for petroleum products were in balance. The Iranian crisis has so 
far been met by reduction in stocks. A shortage of some products, notably fuel 
oil, is probable this winter. Regardless of the ultimate restoration of Iran to 
production there is little or no available surplus capacity to meet all-out war 
demands. Experience during World War II indicates that the maximum which 
can be saved by the most severe rationing will be at best barely sufficient if there 
are no losses of capacity by enemy action, sabotage, or from other causes. More- 
over, the programed expansion assumes restoration of Iran to production and 
is adequate only for the stepped-up industrial and defense demands of the present 
period of partial mobilization plus the normal growth of civilian demand with 
the result that no reserve capacity is now being provided. If material shortages 
prevent fulfillment of the program the demands of partial mobilization cannot 
be met without recourse to rationing and the demands of full mobilization cannot 
be met with any degree of rationing that will not itself impair defense. Any 
facilities for reserve against enemy action or sabotage must be added to the 
present program. 

The supply situation for aviation gasoline is particularly acute, and syecial 
efforts must be made to assure the construction of the necessary alkylation plant 
capacity. 

the increased demand for mator gasoline and for aviation gasoline has greatly 
increased normal requirements for tetraethyl lead. Manufacturing capacity 
for this product is not expanding rapidly enough to meet the indicated require- 
ments although the plants planned or under construction will probably be 
sufficient except for delays in obtaining the necessary materials. On a current 
basis, the prodvetion of tetraethyl lead is jeopardized by restrictions 0° the 
availability of metallic lead. The supply of tetraethyl lead has been ‘ight for 
several months with restrictions in effect to limit its usage and attempt to b ild 
a stockpile for emergency requirements of the military. T!e militer’ require- 
ments must be met; hence any further restriction in availability will have an 
immediate impact upon the quality of motor gasoline available to the general 
public and ultimately may have an effect upon the amount available. 

Under the incentive plan for expansion of industries contributing directly to 
the defense effort, PAD has the responsibility for recommending to DPA certi- 
fication for accelerated amortization for tax purposes of qualified projects which 
meet the standards. 

A total of 808 applications for certificates have been received from DPA, 
355 re-ommendations have been made for the issuance of certificates, and 85 
denials have been recommended. PAD has pending 368 applications upon which 
action is suspended by the moratori'm. 

5. The Gas Industry Advisory Council is established under section 701 (b) of 
the Defense Production Act of 1950. It was established in March 1951, by the 
Secretary of the Interior, for the purpose of obtaining advice from the gas industry 
(both natural and manufactured gas) in connection with the gas defense respon- 
sibilities delegated to the Secretary of the Interior under the Defense Production 
Act. Members of this Council were appointed by the Secretary of the Interior 
with careful consideration being given to assure adequate representation from 
large and small companies and all geographic areas of the country. Advice of 
this Council is available to other governmental agenc’es. 
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The Secretary of the Interior, with the approval of the Attorney General, has 
made available to PAD the services of the National Petroleum Council which was 
created in June 1946, by the Secretary of the Interior, at the express suggestion 
of the President, to provide advice and counsel on national oil and gas matters 
and to serve as the channel of communication and liaison between the Federal 
Government and the petroleum industry. The membership of this Council was 
carefully selected to assure that all segments, such as production, refining, mar- 
keting, etc., of the petroleum industry would have ,appropriate representation 
from all geographic areas of the country with due regard to the interests of both 
large and small operators. This Council is the peacetime equivalent of the Petro- 
leum Industry War Council and has served the Federal Government continuously 
since its inception. Services of NPC have been and are available to other agencies 
of the Federal Government through the Secretary of the Interior. 

The Secretary of the Interior and Petroleum Administrator for Defense 
arranged, through ODM and DPA, for the appointment of 19 companies to 
membership on the Foreign Petroleum Supply Committee established under terms 
of the Voluntary Agreement Relating to the Supply of Petroleum to Friendly 
Nations which was authorized, after consultation with the Attorney General and 
the Chairman of the Federal Trade Commission, by the Director of Defense 
Mobilization in accordance with the provisions of section 708 of the Defense 
Production Act of 1950. The Committee is composed of the 19 American com- 
panies engaged in foreign operations which are participants in the Voluntary 
Agreement. The agreement authorizes the formation of this Committee and its 
subcommittees to consider and make recommendations designed to prevent, 
eliminate, or alleviate shortages of petroleum supplies in friendly foreign nations 
which threaten to affect or which do affect adversely the defense mobilization 
interests or programs of the United States. The work of these committees has 
consisted of making surveys of supply and consumption of petroleum in foreign 
areas and the recommending of measures to offset the deficit of crude oil and 
refined petroleum products resulting from the interruption of petroleum operations 
in Iran. The members of the Committee and its subcommittees are appointed 
by the Administrator from the participating companies as provided in the volun- 
tary agreement. No participating company, large or small, which desires it, 
is denied representation on any committee under the voluntary agreement. The 
work of these committees in the making of surveys and the determination of stock 
levels and consumption in friendly foreign nations exclusive of Mexico and Canada 
is utilized by the Defense Department, State Department, Economic Cooperation 
Administration, and the Office of International Trade and United States Maritime 
Authority of the Department of Commerce. 

6. At the close of September 30, 1951, the PAD staff had 353 employees on its 
roll. Of these, 288 occupied classified positions; 27 are administrative, executive, 
or technical personnel serving without compensation appointed under section 710 
(b) of the Defense Production Act of 1950; 31 are part-time consultants serving 
without compensation appointed under 710 (b) of the Defense Production Act; 
and 7 employees are experts or consultants with compensation appointed under 
710 (c) of the Defense Production Act. 
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